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Executive Summary

This study, sponsored by the Office of the Assistant Secretary for Planning and
Evaluation (ASPE), U.S. Department of Health and Human Services, is part of a larger project
exploring the use of hospice benefits and services provided by the Medicare program and to
those who are privately insured. The MEDSTAT Group’s contribution to the larger study is an
examination of hospice benefits in commercial plans and the use of hospice benefits by persons
commercially insured. In particular, this report focuses on hospice benefits in plans offered by
large employers in the U.S. and the utilization of hospice benefits by the employees of these
large companies, their dependents, and in some cases early retirees. We draw upon
MEDSTAT’s proprietary MarketScan® database for all of the analyses in this study.
MarketScan includes about 70 employers and 200 insurance carriers/claims administrators. It is a
database that represents the health care experience of about four million privately insured

individuals annually.

Three complementary approaches to the study of commercially-insured hospice were
taken in this study:

o An analysis of hospice benefits offered by large employers through examination
of their Summary Plan Description (SPDs) booklets;

o Discussions with selected large employers about their hospice benefits; and
o A quantitative analysis of hospice use and expenditures of persons commercially
insured.

First, we examined the nature of the hospice benefits offered by some of the large employers
represented in MarketScan through a content analysis of their Summary Plan Description
booklets (SPDs). The plans were classified according to whether they offered a hospice benefit,

the conditions under which hospice benefits are provided (precertification, waiver of curative




treatments), and applicable deductibles, coinsurance and limits. In addition, we examined the
services that are covered under the plan’s hospice benefit. Since the amount of information
available in the SPDs regarding the hospice benefit tended to be scant, we augmented the SPD
content analysis with telephone discussions of a subset of employers in the MarketScan database
who offered a hospice benefit. The purpose of the interview was to collect detailed information
on the rationale behind the current structure of the plan’s hospice benefit, information on
changes in the hospice benefit over time, and how employers/plans managed the benefit once
accessed. The third component of this study is a quantitative analysis of hospice use and
expenditures among the commercially insured using the MarketScan data.

Our analysis of the commercial plans included in the MarketScan database show that
hospice is a commonly offered benefit that appears in a wide variety of configurations across
employers and plans. The vast majority (88 percent) of the health plans examined in this study
offered a hospice benefit. And condition eligibility on precertification of terminal illness by a
physician. However, only half the plans requiring precertification of terminal illness specified a
definition of terminal illness in the SPD, all defining terminal illness as 6 months or less to live.

There was a great deal of variation in the cost sharing (coinsurance and deductibles)
provisions of the hospice benefit, lifetime limits (maximum hospice days and dollars) and
coverage of hospice-related services. Most plans did not impose cost sharing requirements on the
hospice benefit. For the plans that required cost sharing from the employee and dependents,
coinsurance and deductible levels covered a wide range of dollar amounts, some tying cost
sharing amounts to salary levels. A few PPO and POS plans increased the cost-sharing amount
if the individual received services from an out of network provider. Lifetime maximum day and

dollar limits were infrequently and inconsistently imposed.




The percentage of plans explicitly mentioning coverage of hospice services across
settings of care (inpatient hospital, hospice facility and at home) also varied considerably. PPOs
(in contrast to POS and Indemnity plans) identified the fewest number of covered services and
settings in which hospice services are covered. Thirty-seven percent of plans imposed dollar
caps and 11 percent set day limits.

Telephone discussions with eight of the plans shed more light on the amount of flexibility
and discretion exercised by employers and plans in the administration and implementation of the
hospice benefit. While the plan designs appear to be rigid, many of the employers and plans
revealed during the discussions that hospice provisions were often perceived as guidelines and
typically were not stringently applied. If a specific benefit ran out, the employer or plan often
extended or renewed the needed benefit. Employers and plans consistently reported that
flexibility in these instances was “the right thing to do”, and at the same time acknowledged that
it was possible to exercise such flexibility because the demand for hospice is so low in the
commercially insured population.

Three general approaches to the design and administration of the hospice benefit were
revealed as a result of our discussions with employers:

° Medicare-like Model;
o Comprehensive Model; and

° Unbundled Model.

Plans adopting the Medicare-like Model (2 out of the 9 plans interviewed) structured their
hospice benefit based upon the Medicare program’s hospice benefit. These plans impose similar
benefit periods and eligibility requirements as the Medicare program and require a waiver of
curative treatments when hospice care commences. Half of the plans interviewed adopted a

different approach, the Comprehensive Model, significantly deviating from the Medicare-like




Model. Notably, suspension of curative treatments is not required while a patient undergoes
hospice treatment under this model. Curative and palliative treatments can occur simultaneously.
Coverage of both types of care is seen as humanitarian and caring by the employers, especially
under circumstances often perceived as untimely and tragic for the population served. Finally,
the Unbundled Model provides hospice service coverage for care unique to hospice, although the
hospice benefit is subject to lower lifetime limits than the other models. All non-hospice care is
provided under other plan provisions (e.g., prescription drugs are paid through the outpatient
prescription drug plan, home health through the medical plan, etc.). Case managers are
responsible for coordination of the entire spectrum of care for the terminally ill individual under
the unbundled mode.

The various model types adopted by commercial plans can be instructive to those in
government-sponsored programs, commercial plans and research organizations seeking new
approaches to end of life care and benefit configurations for delivery of end of life services.
Innovative approaches to end of life care (vis-a-vis the Medicare-like Model) have been
uncovered in this exploratory study including the case management of hospice services,
combinations of palliative care and curative treatment, and integration of hospice into a variety
of managed care programs. Further study of how commercial plans are evolving their hospice
benefit, especially their successes and lessons learned, may provide useful information to
developers of programs to serve terminally ill individuals enrolled in all types of health care
plans including Medicare and Medicaid.

Two other issues frequently associated with hospice services, fraud and abuse and cost
effectiveness were briefly explored during the discussions. Even in light of the fact that hospice

service fraud and abuse have been a major concern for government-sponsored hospice programs,




employers expressed relatively little concern about the potential for fraud and abuse of the
hospice benefit. Employers cited the extremely low levels of utilization of the hospice benefit,
due to the relatively healthy population that they insure, as the main reason for their lack of
concern. Where concerns were expressed, the use of dollar and day caps or requiring case
management were cited as measures to mitigate the risk of abuse of the hospice benefit and/or a
means for providing care more tailored to the needs of the dying person and his/her family.

Analysis of the expenditures and utilization patterns of hospice service users in the 1995
MarketScan database revealed, not surprisingly, that hospice services are used infrequently in
this younger, employed population. Less than one person in 1,000 (0.43 persons) used hospice
services in 1995. Also not surprising, hospice use rates were associated with age. While use
rates were relatively low for enrollees 0 to 35 years of age (under .20 per 1,000 covered lives),
hospice use rates rose considerably in the older age categories.

Hospice episodes of care were found to be brief, with a mean episode length of 21 days
and a median length of 1 day per episode. Over half (59 percent) of the episodes consisted of 1
day of hospice care. Whether one-day episodes reflect the reluctance of physicians and their
patients to access hospice or some other phenomenon, e.g., an artifact of how claims are filed,
was beyond the scope of this investigation, but would be fertile ground for further study.
Medicare hospice episodes are also short in duration relative to the length of the chronic illnesses
associated with them — but not as short as those of the commercially insured. The fact that the
commercially insured population using hospice is younger, on average, than the Medicare
hospice population, and thus perhaps even less inclined to accept their imminent mortality may

be part of the explanation.




Although commercially-insured hospice service users in this study are small in number,
they are a relatively diverse group of individuals ranging in age from 0 to 88 years with a wide
variety of terminal conditions including rare congenital diseases and common cancers. From a
diagnostic standpoint, these individuals generally resemble hospice service users in the US.
However, commercially-insured hospice users had a higher percentage of AIDS diagnoses and a
lower percentage of circulatory disorders and heart disease conditions than the entire population.

The diversity of commercial hospice service users is further noted by differences in cost
and service utilization across terminal diagnosis categories. Episode use and cost patterns for
individuals with all cancers (breast, lung and other) appeared to be relatively similar, but
individuals with “Other” conditions (non-AIDS, non-cancer) tended to have shorter episodes,
lower payments, younger ages and a lower use of home health services than those with cancer.
Individuals with AIDS tended to be younger, have longer episodes, higher payments and used
home health services more often than those with cancer.

Mean payments per hospice episode were relatively low, $2,951 for hospice services and
a similar amount for non-hospice medical services ($3,114). Spreading the cost across the entire
insured population, hospice service payments per covered life were nominal, around $1.18 per
covered life per year. On average, total (hospice and non-hospice) payments for the entire time
period covering the 60 day pre-episode period, the hospice episode and the 60 day post-episode
period were about $20,000, around $14.50 per covered life per year for all care.

Perhaps the most striking finding of this study is the degree to which commercial plans
deviate from the Medicare hospice model, both in terms of the nature of the population served
(age) and in benefits administration. A minority of plans adhere to the government model —

described as rule-bound, proscriptive. Most commercial plans seem to administer their hospice




benefits with a fair modicum of flexibility, accommodating the needs and desires of patients and
families. It is also clear, however, that commercial plans can afford this flexibility given the low
demand for the service in their covered populations. While we did not examine hospice in the
non-fee-for-service environment, we did detect a small but potentially significant groundswell of
plans, PPOs in particular, opting to carve out and/or unbundle their hospice benefit and link it to
case management. These unbundled, carved-out and case-managed models are ripe for further
investigation as the federal government explores options for its Medicare hospice benefit and as
commercial plans seek to restructure their hospice benefits so they are appropriate and cost-

effective for their covered populations.




1
Introduction

This study, sponsored by the Office of the Assistant Secretary for Planning and
Evaluation (ASPE), U.S. Department of Health and Human Services, is part of a larger project
exploring the use of hospice benefits and services provided by the Medicare program and to
those who are privately insured. The MEDSTAT Group’s contribution to the larger study is an
examination of hospice benefits in commercial plans and the use of hospice benefits by persons
commercially insured. In particular, this report focuses on hospice benefits in plans offered by
large employers in the U.S. and the utilization of hospice benefits by the employees of these
large companies, their dependents, and in some cases early retirees. We draw upon
MEDSTAT’s proprietary MarketScan® database for all of the analyses in this study.
MarketScan includes about 70 employers and 200 insurance carriers/claims administrators. It is a
database that represents the health care experience of about four million privately insured
individuals annually. MarketScan links paid claims and encounter data to detailed patient
information, across employer sites, types of providers, and over time. More than 500 million

claim records are available in the MarketScan database.

Three complementary approaches to the study of commercially-insured hospice were
taken in this study, all in one way or another involving the MarketScan database. First, we
examined the nature of the hospice benefits offered by some of the large employers represented
in MarketScan through a content analysis of their Summary Plan Description booklets (SPDs).
The plans were classified according to whether they offered a hospice benefit, the conditions

under which hospice benefits are provided (precertification, waiver of curative treatments), and




applicable deductibles, coinsurance and limits. In addition, we examined the services that are

covered under the plan’s hospice benefit.

Since the amount of information available in the SPDs regarding the hospice
benefit tended to be scant, we augmented the SPD content analysis with telephone discussions
with a subset of employers in the MarketScan database who offered a hospice benefit. The
purpose of the discussion was to collect detailed information on the rationale behind the current
structure of the plan’s hospice benefit, information on changes in the hospice benefit over time,
and how employers/plans managed the benefit once accessed. Section II reports findings related
to the structure and management of hospice benefits in the commercial sector, and includes

results of our analysis of the SPDs and our discussions with employers.

The third component of this study is a quantitative analysis of hospice use and
expenditures among the commercially insured using the MarketScan data. In Section III we
present information on the demographic characteristics of persons using hospice care as a
commercial insurance benefit, the average lengths of hospice episodes for this population,
diagnoses associated with episodes, and the types and amounts of hospice and non-hospice
services utilized before, during and following (if any) the hospice episode. Section IV presents a

summary and discussion of the findings of the study in toto.




I
Structure and Implementation of Hospice Benefits in Commercial Plans

A. Summary of Hospice Benefits as Described in Summary Plan Descriptions

Our initial foray into an examination of hospice benefits among commercial health
insurance plans was an audit of selected Summary Plan Descriptions (SPDs) of the health plans
that are included as part of MEDSTAT’s MarketScan® Database. This database consists of
linked paid claims' to detailed patient information, across employer sites, types of providers, and
over time. In addition, the employers participating in MarketScan routinely provide to
MEDSTAT the SPDs for the health plans that they offer. This audit activity was undertaken to
garner as much information as possible from the SPDs about hospice benefits in commercial

plans.

1. Methodology

MEDSTAT has SPDs for approximately 60 percent of the covered lives in the
MarketScan database. However, a review of the entire collection of SPDs was prohibitive given
the resource constraints of this project. Our target sample size was approximately 50 fee-for-
service plans®, and we actually reviewed 52 SPDs. Our sample was purposive in that we wanted
to insure that the majority of plans we reviewed would offer a hospice benefit, and among those
that did, we wanted to include the ones with the most experience with hospice use (defined as
number of hospice claims) among their insured population. Thus, our sample includes the 11

plans (representing 10 employers) with the highest hospice use rates, operationalized as greater

' MarketScan also includes encounter data for capitated plans, but the current study only focuses on fee-for-

service plans, and as such excludes any analysis of encounter data.

2 MarketScan also includes encounter data for HMO plans but the current study focuses on FFS plans only.
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than 10 hospice users per 1,000 covered lives. The sample was devised to also include the plans
with the highest number of covered lives. As such, twelve plans with more than 20,000 covered
lives and representing 9 employers also underwent SPD review. While these plans may not
necessarily have had the highest rates of hospice use, they were included because they had a
greater chance of having experience with hospice use given the sheer number of the lives they
covered. We also included the largest plans since they tend to be trendsetters in the industry, and
we were interested in what hospice benefits they offer. We also felt that it was important to
include in the sample plans that had neither very large numbers of covered lives nor high rates of
hospice use. As a consequence, the SPD review sample includes an additional 12 plans in this
category. And finally, because we were interested in examining some basic differences between
plans that did and did not offer a hospice benefit or plans that did not have any experience with
the hospice benefit despite offering one, we also included those without any hospice experience
(claims) — another 17 plans.

Following an initial review of the sampled SPDs, an SPD database was created detailing
the hospice benefits offered by each plan, as well as the hospice benefit-related conditions
imposed by the plan, e.g., deductibles, co-payments, lifetime limits, etc. In addition, we
recorded whether and how an SPD described the hospice benefit/services, whether or not
precertification was necessary to access the benefit, and whether the SPD specified an
operational definition of the term “terminal illness” (the condition to which hospice benefits are
targeted). Following the development of the database elements, each SPD was reviewed a

second time, coded on all relevant data elements, and entered into the database.
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2. Results

Of the 52 SPDs selected for analysis, hospice was identified as a covered benefit in 46.

Table II-1 depicts the distribution of plans according to whether they offered a hospice benefit,

by plan type: Indemnity, Point of Service (POS) or Preferred Provider Organization (PPO). A

very high proportion of each plan type (84.4 percent to 100 percent) offered the benefit.

Table 11-1
Hospice Benefit Offered by Plan Type
(N=52)

Indemnity POS PPO
(N=32) (N=10) (N=10)

Hospice Benefit Offered 0 o 0
(N=46) 84.4% 90.0% 100.0%
Hospice Beneﬁt Not Offered 15.6% 10.0% 00.0%

(N=6)

Total o o N

(N=52) 100.0% 100.0% 100.0%

The remaining results in this section are based on the 46 SPDs that offered an explicitly

specified hospice benefit. They represent 19 large employers. The data were collected in the

early winter of 1998, but since plans do not typically update SPDs annually, the SPDs available

ranged from 1986 to 1996.

The percentages in Table II-2 represent the proportion of plan types with certain hospice

benefit-related criteria. As this table shows, the vast majority of plans provided a definition of

hospice and required precertification of being terminally ill by a physician. All SPDs providing

a description of the hospice benefit identified the terminally ill as its target group. But only half

of the plans provided an operational definition of the term “terminally ill”. In all cases where a

definition was provided, “terminally ilI” was defined as 6 months or less to live.
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Table I1-2
Characteristics of Hospice Benefit Package by Plan Type

(N=46)

ety Indemni POS PPO Total
Characteristic (N=27)ty (N=9) (N=10) (N=46)

Definition of Hospice Provided 92.6% 88.9% 70.0% 87.0%
Definition of Terminal Illness Specified 55.6% 66.7% 20.0% 50.0%

Other Benefits Reduced if Hospice Elected 7.4% 0.0% 0.0% 4.3%
Precertification Required 92.6% 88.9% 80.0% 89.1%
Deductible for Hospice Benefits 48.1% 22.2% 20.0% 37.0%
Coinsurance for Hospice Benefits (in network) 40.7% 44.4% 30.0% 39.1%
Coinsurance for Hospice Benefits (out of network) 7.4% 100.0% 50.0% 34.8%
Lifetime Limit — Days 11.1% 22.2% 0.0% 10.9%

Lifetime Limit — Dollars 44.4% 22.2% 30.0% 37.0%

Generally speaking a minority of plans, ranging from one-fifth to slightly less than half of
the plans in each plan category, impose deductibles or coinsurance on the hospice benefit. The
major exception is for out-of-network utilization for the POS and PPO plans, where 100 percent
and 50 percent of the plans, respectively, require coinsurance. Deductibles for hospice services
ranged from $0 to $2,000 (mean = $356) for individual coverage and from $0 to $4,000 (mean =
$793) for family coverage. A couple of plans varied the deductible amount based on the
employee’s salary. It is interesting to note that the proportion of plans applying a deductible to
hospice benefits (37 percent) is fairly comparable to the proportion requiring deductibles for
skilled nursing services or services provided in an extended care facility (39.1 percent) and for
home health services (45.7 percent). Of those that require coinsurance for hospice benefits (39.1
percent), approximately 78 percent require a 20 percent coinsurance payment and 22 percent
specify a 10 percent coinsurance payment. For those plans that permit access to out-of-network
providers, all require coinsurance, ranging from 15 percent to 50 percent.

The majority of plans do not impose a lifetime day or dollar limit. However, of the 10.9
percent that stipulate a day limit 80 percent have a 180-day limit and 20 percent (representing 1

plan) have a 270-day limit. Dollar limits are somewhat more common and exist in 37 percent of
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plans. Dollar limits range from $5,000 to $10,000; 70 percent of plans with a dollar limit set the
limit at $5,000.

Table II-3 displays the proportion of plans (by plan type) that specify in their SPD that
they offer a given service under the hospice benefit. The proportion that report offering a
benefit, however, should be interpreted with caution; in many instances a plan neither mentioned
the services as included nor excluded under their hospice benefit. If the service is not specified
as included in the benefit, it is not safe to conclude that it is not offered. Also, the same service
might be provided as non-hospice benefits under the same plan. As will be discussed later in this
report, a great deal of latitude in service provision is afforded under the hospice benefit by both
employers and plans. Determinations are often made on a case-by-case basis, a practice which
employers sanction since it promotes good will and is not costly given the low level of utilization
among this group of relatively healthy insureds (i.e., employees and their dependents).

The data in Table II-3 indicate that the indemnity and POS plans offer the widest variety
of hospice services. For both of these plan types, a variety of venues for the provision of hospice
care seems to prevail — in the hospital, in a hospice facility, and at home. A smaller proportion
of plans will reimburse for hospice services provided in an extended care or skilled nursing
facility. Counseling, both for the terminally ill individual and for family members, is also a
benefit that is specified in the majority of indemnity and POS SPDs. Other services such as
respite care, homemaker, home health aide, equipment, etc. are less likely to be indicated. The

low percentage of PPOs offering hospice services other than in-home hospice care is perplexing.
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Table 11-3
Services Covered Under the Hospice Benefit by Plan Type

Service Indemnity POS PPO
N=27) (N=9) (N=10)
Hospice in Hospital 81.5% 77.8% 40.0%
In-Patient Hospice Facility 77.8% 88.9% 20.0%
Hospice in an Extended Care Facility/SNF 48.1% 33.3% 20.0%
In-Home Hospice 77.8% 66.7% 70.0%
Case Management 44.4% 66.7% 50.0%
Respite 40.7% 11.1% 20.0%
Homemaker 55.6% 44.4% 10.0%
Home Health Aide 42.3% 44.4% 50.0%
Individual Counseling 70.4% 88.9% 30.0%
Family Counseling 77.8% 66.7% 40.0%
Equipment 66.7% 44.4% 10.0%
Other Therapies 88.9% 55.6% 30.0%

B. Plan Discussions

In this section we report on information garnered from discussions with a small, and not
necessarily representative, subset of large employers who offer a hospice benefit as part of their
medical insurance coverage. The methods section that follows describes the research team’s
approach to identifying sample interviewees and the content and structure of the discussions.
The methods section is followed by several sections describing the structure of the hospice
benefit in the commercial world, as represented by the plans we examined in depth. Since most
plans are designed independently, it is not surprising that we uncovered multiple approaches to
hospice benefit design and management. Thus, the later parts of this section describe three
hospice benefit models uncovered among the subset of plans we studied, and include case studies

of each of the models.

1. Methodology

a. Sample Selection. Potential employers for the discussions were identified

using the MEDSTAT MarketScan® Database from 1995. Initially, we had intended to choose
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plans based on utilization rates using hospice claims (inpatient plus outpatient) per 1,000 covered
lives as an indicator. This approach for sample identification was abandoned, however, since
several of the plans fell into the high-rate category despite the fact that there were only a few
persons accessing hospice benefits — due to the fact that the number of lives covered by the plan
was relatively small, i.e. small denominator.

Having abandoned plan selection based on hospice use rates, volume of hospice claims
became the key indicator in identifying employers/plans for discussion. Seven of the nine
initially chosen were selected because they represented plans with the greatest number of
beneficiaries using the hospice benefit. Two plans with non-existent hospice use (despite
offering a hospice benefit) were also chosen for comparison purposes. When two of the initially
selected employers, one representing a plan with no hospice claims in 1995, declined to
participate in the study, two additional plans were substituted bringing the total sample for
discussion to nine. The final sample includes eight plans with a “high” volume of hospice users,
and one plan with no hospice experience in 1995.

Table 11-4 enumerates each of the employer-plan pairs selected for discussion (with
identities masked for confidentiality). For each employer-plan pair, information on the plan
type, the number of lives covered by the plan in 1995, and an unduplicated count of persons
utilizing the hospice benefit in 1995 is provided. In this exhibit, plan type refers to the different
service or payment arrangements under which health care services are provided -- Point of
Service (POS), Preferred Provider Organization (PPO) or Indemnity coverage. The number of
covered lives indicates the number of subscribers enrolled in the specified plan, and includes
employees, their dependents, and some early retirees. The number of persons accessing the

benefit refers to the number of beneficiaries with inpatient or outpatient hospice claims to the
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plan during 1995, and represents the volume of hospice use in the plan. The last column in Table
I1-4, labeled “Hospice Model”, reflects the underlying structure and approach to managing the
hospice benefit that the plan had adopted. These models are discussed in depth toward the end of

this section.

Table 11-4
Characteristics of Plans Selected for Study
(N=9)
Number of Persons
Plans Plan Type Number f’f ERGT Accessing Hospice Hospice Model
Lives Benefit 1995

Employer Plan A POS 19,533 104 Unbundled
Employer Plan B PPO 36,805 100 Comprehensive
Employer Plan C Indemnity 213,922 38 Unbundled
Employer Plan D Indemnity 114,825 57 Comprehensive
Employer Plan E Indemnity 36,871 57 Comprehensive
Employer Plan F Indemnity 40,508 55 Medicare
Employer Plan G Indemnity 184,115 45 Medicare
Employer Plan H Indemnity 6,965 19 Comprehensive
Employer Plan I POS 45,167 0 Unbundled

Our final discussion sample as depicted in Table II-4 includes six indemnity plans, two
POS plans and one PPO. The sample’s number of covered lives ranges from a low of nearly
7,000 (Plan H) to a high of nearly 214,000 (Plan C). Although all but one of these plans were
selected because they represent commercial plans with the most experience with hospice use in
MarketScan, the number of beneficiaries accessing hospice in each of these plans is relatively
small. In reality, only between 19 and 104 beneficiaries in each of these “high volume” hospice
plans had used a hospice benefit in 1995. Such low volume among the commercially insured is
due to one major characteristic of these populations: they are predominantly employees and their
dependents, therefore relatively young and healthy, and thus less likely to need end-of-life care
and hospice services.
b. Discussion Protocol. A semi-structured discussion protocol was designed

after a close review of Summary Plan Descriptions (SPDs) of the nine plans selected. Some
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SPDs provided sparse information on such aspects of the hospice benefit as types of services
offered, how exclusions or lifetime caps functioned, and the general history and rationale behind
the benefit. Consequently, part of the discussion protocol was designed to collect comparable
information about the hospice benefit from this subset of plans and to augment the information
provided in the SPDs. In order to secure information unavailable in the SPDs, additional
questions about the history of the plan’s hospice benefit, the rationale for how hospice benefits
were structured (limits, caps, carve-outs, etc.), and how employees/dependents access hospice
benefits were also built into the discussion schedule. During the discussion employer

representatives were asked:

o When and why the current hospice benefit had been offered;
o Whether any changes had occurred in the benefit since it was adopted;
o Rationale behind the current structure of the plan’s hospice benefit (i.e.,

limitations, caps, and offered/excluded services);

o Whether other benefits are reduced when an enrollee elects hospice coverage;

o What definitions of hospice or terminal illness are used for precertification
purposes;

J How beneficiaries decide to enter hospice care (i.e., role of the physician, case

manager, hospice division, or benefits department in implementing and
encouraging hospice enrollment); and

. How the selected plan’s hospice benefit differs from the other plans offered by the
employer.

Since there was considerable variation in the hospice benefit as described by the SPDs and in the
detail the SPDs provided about the hospice benefit, the discussion protocol was tailored to each
employer/plan pair. An example of a tailored discussion schedule may be found in Appendix A,
at the end of this report.

c¢. Contacting Employers. A letter explaining the project and its purpose was
sent to the MEDSTAT client manager of each employer selected for discussion (See Appendix

A). The client manager then contacted the employer, explained the study, and recruited the
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employer for study participation. Once this initial contact had occurred and the employer had
consented to the discussion, a packet of information including an introductory letter (See
Appendix A), a summary of the hospice benefit offered by the plan (excerpted from the SPD), a
copy of the plan SPD used for summarizing the plan’s hospice benefit, and a series of questions
specifically tailored to the plan was sent to the employer representative identified by the
MEDSTAT client manager. A follow-up call was then made by the research team to schedule a
telephone discussion.

Nearly all the discussions were conducted with persons working as analysts, directors, or
managers in the corporate benefits, insurance operations, research and development, or health
strategies departments for the employer. However, two employers decided that the person most
familiar with their hospice benefit was, in one case, a director of medical case management
within the plan administration, and in the second case, the employer’s account representative
within the plan. We were successful in securing discussions with both of these individuals.

Conference calls with each interviewee were arranged and conducted over the course of
three weeks between March 30, 1998 and April 17, 1998. Most discussions lasted approximately
30 minutes. In two instances interviewees were unavailable for a conference call, and chose to
provide written responses to the discussion questions. A short follow-up call was conducted
after receiving the written responses in order to pursue any additional information that the
research team felt necessary to complete a description of the hospice benefit in the plan of

interest.

2. Results
All the plans examined emphasized a definition of hospice as palliative care provided in

several different locations (freestanding hospice, at home, hospital, and nursing home) and
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augmented by supportive counseling. Services typically associated with every plan’s hospice
benefit include: home health care, various speech, physical, or respiratory therapies,
pharmaceuticals, durable equipment, medical supplies, individual counseling, social worker
services, and some inpatient care for pain management. Terminal illness, confirmed by
physician diagnosis, was necessary for a patient’s entry into each plan’s hospice benefit. With
only one exception, terminal illness was defined as having less than 6 months to live. The
exception precertified hospice enrollment only after a prognosis of 30 days left to live.

Only one plan had significantly changed its hospice benefit structure since its initial
inception; this happened to be the plan that had no hospice utilization in 1995. The benefit was
modified from covering inpatient hospice only, to covering of all types of hospice arrangements
(i.e. home care, hospice facility care, and nursing home care). According to the representative
interviewed, hospice utilization has increased since the change.

A cursory review of SPDs creates the misperception that the structure of the hospice
benefit in commercial plans is quite disparate. For example, while some SPDs specify strictly
limited respite care or provided none at all, others were less definitive. Another service that
seemingly varied widely was the type and amount of counseling available to the patient and
family members. However, we learned during our discussion that adherence to SPD restrictions
and limits is not rigorous, particularly in cases where an employee or dependent needs a service
not typically covered or after exceeding the financial limit of the plan.

None of the representatives expressed concern about abuse of their hospice benefit as
currently constructed. One representative suggested that low utilization rates and the fact that
home hospice care is historically less expensive than life-saving measures performed in the

hospital, there is no need for measures promoting cost-containment. Several representatives did
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indicate that the potential for escalating costs motivated the implementation of lifetime caps and
the restrictions on services. One of the interviewees employed by a health plan reported some
concern over hospice agency exploitation of the hospice benefit. To prevent this, the plan relied
on case managers to authorize the services and monitor billings for hospice care.

The sample for this investigation was purposive and as such, no claim of generalizability
to all commercial plans offering a hospice benefit can be made. Nevertheless, as a result of our
analyses of the data collected in the qualitative discussions, three relatively distinct models of
commercial hospice benefits emerged:

o Medicare-like Model
o Comprehensive Model

° Unbundled Model

Since only nine employer/plan pairs participated in the in-depth discussions and since it
is only by closely examining how plans administer the hospice benefit, no attempt has been made
to apply the above classification to all of the plans included in the MarketScan database.
Moreover, the interviewed employers/plans were selected non-randomly, and thus we cannot
generalize the distribution of the models to all the health plans in the MarketScan database.
Below we describe the common features of each of the hospice model types we uncovered. We
also provide an example of each by presenting one case study for each of the paradigms.

a. The Medicare-like Model. Plans with hospice benefits structured according to
a Medicare template have several characteristic features. First, to obtain precertification, the
patient must submit a signed waiver of the right to curative treatment. Second, after the
beneficiary opts for hospice s/he is enrolled in an initial ninety-day period. At the end of this

period, s/he may opt for another ninety days of hospice care or revert back to non-hospice status.
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A final period (thirty days) of hospice eligibility is allowed if the beneficiary so chooses.” Third,
hospice benefits designed to model Medicare are organized according to levels and intensity of
care needed: routine, continuous or crisis care, inpatient (including nursing home) or respite care.
The referring physician decides when the patient is eligible for different levels of care, and the
care is provided or coordinated by a hospice agency.

Two of the plans we examined (Employer Plan F and Employer Plan G) modeled their
hospice benefits after the Medicare hospice benefit (See Table 11-4). Both employed the defined
periods of care as described above. In addition to the day limit, one of these plans relied upon
the dollar cap set by Medicare (currently $14,394). For these plans, covered hospice services
were rigorously outlined in the plan booklets, though these included all of the services generally
offered by hospice agencies — with the notable exception of Plan F where homemaker/custodial
care was not covered. Upon probing, however, the representative from Employer Plan F
indicated that if such care were included within the per-diem rate paid to the hospice agency,

custodial care would be covered by the hospice benefit.*

While this was Medicare’s approach when the hospice benefit was first implemented, subsequently the final
period has been modified to include an unlimited number of days.

One of issues not covered in interviews with employer representatives was how per diem rates were negotiated.
We did not pursue this line of questioning with employers because it became apparent that rate setting with
providers was in the plan’s domain, rather than the employer’s.
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Employer Plan F
An Example of the Medicare-like Model

Employer Plan F’s indemnity plan embodies the three major features of the Medicare-like
Model: specified enrollment periods, waiver of curative therapies, and graduated levels of care prescribed
by a physician.

This plan reported a very high percentage of hospice users who were also eligible for
Medicare (presumably retirees). The representative felt that structuring the benefit by closely adhering to
the Medicare-like Model would enhance patient satisfaction, since the plan would supplement Medicare
coverage. Employer F does not adhere to the Medicare defined cap on hospice care, but instead limits
care according to a maximum number of days of hospice care (i.e. a total of seven months of care.) A one
million dollar total lifetime limit including all care is also in effect, though the representative indicated
that to her knowledge there has never been a case approaching either the maximum hospice day limit or
the 1 million dollar limit.

Employer F stressed that although the rules appear rigid, they are treated more as
guidelines. Recently, Employer F shifted many of its plans from indemnity coverage to PPOs,
simultaneously creating a hospice division separate from any plan or network. In essence, the hospice
benefit is now a carved-out service, but the day limit on hospice care is still enforced. Under the current
structure the patient must still be referred by a physician, but the patient also must attend a presentation
by the plan’s hospice division.

Both of these plans demand a signed waiver suspending a patient’s access to curative
therapies while enrolled in hospice. This waiver does not suspend care for conditions unrelated
to the terminal illness. For example, if a patient were to fracture a bone while enrolled in hospice
s’/he would certainly have access to curative treatment for this condition. Each of these plans
stressed that the purpose of the waiver was to ensure that patients fully understood the palliative
focus of hospice. Plan policy varied on whether curative treatment could be immediately
resumed if a patient decided to leave hospice, though both plans indicated that such a request
would be subject to a case by case review. This model places primary importance on the
physician’s discretion and guidance of the treatment protocol.

b. The Comprehensive Model. The main feature of the comprehensive hospice
model includes generous hospice coverage with minimum restrictions placed on hospice

providers by the plan, and no dollar or day limits on utilization. Unlike plans adhering to the
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Medicare-like Model, plans under this model do not require a suspension of curative modalities
upon election of the hospice benefit.

Four of the employers interviewed in the study had plans that can be described as fitting
the Comprehensive Model (Employer Plans B, D, E, and H). In this model, a physician must
certify that the beneficiary is terminally ill. Once certified, benefits flow as determined by need
and as assessed by a hospice provider. Even if a certain service were not specified as included in
the hospice benefit as described in the SPD, the plan would cover it as long as the hospice
agency determined it was necessary and it was included within the per diem rate. Although we
have included it under the Comprehensive Model, the PPO plan (Employer Plan B) did
encourage beneficiaries to use network providers, only paying 80 percent of the charges of an
out-of-network hospice provider. Plan B’s representative suggested that since their network
included ample hospice providers the co-pay provision for out-of-network providers was not

restrictive and actually was implemented to protect patients from less than adequate providers.

Employer Plan H
An Example of the Comprehensive Model

By offering comprehensive hospice coverage without a dollar or day limit, Employer H is
an ideal representative of the comprehensive model. Employer H’s benefit designers opted for a per-diem
rate approach — one they see as maximizing provider and patient autonomy and consequently enhancing
the patient-provider relationship.

Suspension of curative treatments relating to the terminal illness was not even considered
by Employer H, unlike the Medicare-like Model where patients must forego coverage for curative
treatments. Though Plan H’s SPD indicated a $7000 lifetime hospice limit, the limit would be waived if a
beneficiary happened to exceed it. There had been much discussion internal to the company where those
in favor of the limit sought to protect the plan from excess utilization, while those advocating removal of
the limit were concerned about restricting necessary patient care as well as the potential liability of
enforcing a relatively low limit. It is interesting to note that despite the dollar cap, Employer H reported
that rarely did a patient even approach the maximum. Although there was more concern about the
potential cost of the benefit when it was first offered, Employer H’s experience over the years has shown
that home-hospice care has proven to be very cost-effective. There is no longer any concern about
potentially exorbitant outlays related to the hospice benefit. In the words of Employer H’s representative,
offering a hospice benefit is “both ethically and financially the right thing to do. While it lets people
choose where and how they want to die, it saves the plan money. It [hospice] is a win-win situation.”
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c¢. The Unbundled Model. Plans characterized by the third paradigm, the
Unbundled Model, seek to maximize their subscribers’ benefits and to control the cost of
services by unbundling pre-packaged hospice services and paying for hospice related services
under other provisions of the plan, in conjunction with relying on case managers to coordinate
unbundled services. These plans impose lower lifetime hospice limits, in the range of $5000-
$6000. However, when the services have been unbundled, the Unbundled Model purportedly
provides a relatively generous benefit. For example, rather than being included within the
hospice benefit, medications are covered under the pharmaceutical benefit, medical equipment
and supplies by the DME benefit, some counseling by the mental health benefit, and any in-
patient respite or hospital care under the inpatient hospitalization benefit. Items not normally
covered by the plan, but considered uniquely hospice services, such as pastoral or bereavement
counseling or a home health or custodial aide, are covered by the hospice benefit.
Three of the plans we investigated (Employer Plan A, Employer Plan C and Employer
Plan I), notably two of the three managed care plans in the study, subscribe to the unbundled
model. Each of these places the major responsibility for the coordination of care and payment of
services on the case manager employed by the plan. The case manager is responsible for
informing the patient about the hospice benefit, enrolling the patient into hospice, determining
what services each patient needs, and assessing and implementing the most cost-effective
strategy for maximizing the patient’s and family’s care and comfort. These employers all
reported that case management serves an essential function for both the patient and for the plan —
they can be very flexible with what services are offered and how they are billed, and yet they

also consider the employer’s interests in cost containment. None of these employers felt that the
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benefit as currently constructed is minimal, and each reported a generally high level satisfaction

with the benefit among employees.

Employer Plan C
An Example of the Unbundled Approach

Employer C noted three concerns motivating their adoption of the unbundled approach to
structuring their hospice benefit. First, they felt that hospice agencies were inexperienced in dealing with
a working population, (i.e., inadequate in providing hospice services for younger people or for those
whose primary caregiver was working). Second, they reported that in their experience, hospice providers
enrolled patients before they were in need of intense services, and when providers charge the plan on a
per-diem basis, the plan is paying an intense-need rate for patients prematurely. The result is that patients
reach the plan hospice dollar limit before expiring.

In response, Employer C chose to unbundle hospice related services so that they would
be paying only for services that the patient was receiving and commensurate with the patient’s needs. All
but the uniquely hospice services not covered elsewhere in the plan are reimbursed under the hospice
benefit. All other hospice-related services, e.g., home health and counseling, are provided under other
benefits of the plan. In this manner the employer feels they can “stretch” the hospice dollar and thus
actually provide more coverage for custodial care and homemaker services.

Employer C also reported that the typical amount of services offered by hospice agencies
is insufficient to address the needs of a working population. For example, if a child or spouse of an
employee is enrolled in hospice, that employee still needs to attend work in order to maintain health
coverage and therefore might need at least forty hours of custodial care per week in order to remain
employed. Hospice agencies generally provided only 20 hours a week of custodial or home health care.
But Employer C, because of how it has structured its hospice benefit, can provide more than 20 hours of
such care per week, if necessary. Another advantage of the unbundling approach, as pointed out by
Employer C, is that they are able to arrange for care from more than one hospice provider if it is
necessary for insuring continuity of care. The plan’s case management is there to arrange for this when
necessary.
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I
Hospice-Related Utilization and Expenditures of the Privately Insured

A. Overview

This section summarizes utilization and expenditure analyses related to hospice use
among privately insured persons. We begin with a description of MEDSTAT’s MarketScan®
Database upon which the analyses are based. Many of the utilization and expenditure analyses
were conducted on episodes of hospice care. Thus, we also describe our episode construction

methodology, and its limitations.

B. The MarketScan® Database

Analyses in this section rely on 1994 through 1996 data from The MEDSTAT Group’s
MarketScan Database. The analytic focus of this study is on hospice use by the privately insured
in 1995. However, since we are interested in examining episodes of care, claims/utilization data
from 1994 and 1996 augment the 1995 data, as episodes occurring in 1995 may have started in
1994, or may have extended into 1996. For this analysis, we selected fee-for-service plans
(Indemnity, Preferred Provider Organizations, and Point of Service Plans) for active employees,
early retirees and their dependents. Plans with sufficient data quality to support this analysis
were retained, representing slightly over four million insured covered lives in 1995. Tables III-1
through I1I-4 provide basic demographic information on these four million covered lives in 1995.
The term “covered lives” refers to all individuals (i.e., employees, spouses and dependents) who
are eligible for health care coverage provided by any of the employers included in the analytic
database. “Covered lives” represents all eligible enrollees who could have potentially used
inpatient or outpatient services, regardless of whether such enrollees actually consumed these

services within the study’s time frame.
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Just about two-thirds of the covered lives in the MarketScan Database are comprised of
the employee (42.7 percent) or spouse (24.4 percent), with the remaining covered lives
consisting of dependents. Employee status, i.e., active or retired, is assigned to all family
members based upon the employee’s work status. About three-quarters of the covered lives have
an employee status of “Active” (either full or part time). Less than 10 percent of the covered
lives have an Employee Status of “Retired”, consisting solely of early retirees (not Medicare
eligible) or their dependents. Under one percent of the covered lives are no longer actively
working for the employers and are COBRA continuees or on Long Term Disability. (Data not
shown; see Appendix B, Tables B-1 and B-2.)

Not surprisingly, since the MarketScan data is employer-sponsored, the age of individual
beneficiaries is predominantly under age 65, in large part reflective of the working-age
population and their dependents. As shown in Table III-1, the 0 to 17 age group accounted for
the largest percentage of covered lives (25.5 percent). About 48 percent of all covered lives were
male and 52 percent were female.

The Southern region of the country contributed the highest concentration of covered
lives, with about 38 percent of the total, followed by the North Central region (27 percent), the
“unknown” region (13 percent), the West (13 percent) and the Northeast (9 percent). (See Table

B-3 in Appendix B for details.)
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Table III-1

Age and Sex Distribution of Insured Covered Lives

Source: 1995 MarketScan® Database

Age Group Male Female Total
Number | Percent (%) Number Percent (%) || Number Percent (%)
0-17 523,404 27.1 503,047 24.1 1,026,451 25.5
18-34 387,612 20.0 444,000 21.2 831,612 20.7
35-44 350,819 18.1 420,534 20.1 771,353 19.2
45-54 369,106 19.1 415,073 19.9 784,179 19.5
55-64 285,716 14.8 294,983 14.1 580,699 14.4
65+ 17,139 0.9 12,558 0.6 29,697 <1.0
Unknown 2 0.0 9 0.0 11 <1.0
All Ages | 1,933,798 100.0 2,090,204 100.0 4,024,002 100.0
C. Definition of Hospice Service Utilization

In the MarketScan database, hospice services can be identified in one of two ways: (1) as
a hospice type of service; or (2) as a service delivered by a hospice provider. For the purposes of
this study, hospice service use was operationalized as a claim record designated by either a
hospice type of service or a hospice type of provider. Using this definition, 1,910 persons were
initially identified as hospice users.

Upon examination of diagnosis codes, however, it appeared that a small subset of these
individuals did not have a diagnosis consistent with a terminal illness and did not have use
patterns suggestive of terminal illness. Those we eventually considered unlikely to have a
terminal illness also did not have health care expenditures in the 60 days prior to the date of
service on the hospice claim. The absence of any health care utilization in the 60 days preceding
hospice initiation would be an unusual occurrence if a person were indeed terminally ill. All of

the beneficiaries in question also had insurance coverage through the same insurance

carrier/claims administrator, a fact which pointed to possible miscoding of hospice services by
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this particular carrier. This group consisted on 196 beneficiaries. A physician, David Schutt,
M.D., Associate Medical Director at The MEDSTAT Group, reviewed the suspect diagnosis
codes on hospice claims for this subgroup of patients. Following review by Dr. Schutt, 175 of
the suspect hospice recipients were deemed coded erroneously. Of the 196 suspected of not
receiving hospice, 21 were retained and treated as hospice recipients in subsequent analyses.

Once this adjustment was made 1,735 persons were defined as users of hospice services in 1995.

D. Characteristics of Hospice Users in the MarketScan Database

The age distribution of hospice users differs markedly from the age distribution of all
enrollees in the database. As shown in Table I11-2, the largest group of hospice users is in the 55
to 64 year old age category, representing 42 percent of the hospice users, whereas the younger
age groups predominate in the insured population as a whole. Indeed, those in middle- to late-
middle-age (35-54 years) account for slightly over one-third of hospice users in this
commercially insured population. The average age for hospice users was 48.9 years. Users are

almost evenly split between males and females.

Table I11-2
Hospice Use by Age and Sex
Source: 1994-1996 MarketScan® Database
(N=1,735 Hospice Beneficiaries)

Age Group Male Female Total
Number | Percent (%) Number Percent (%) Number Percent (%)

0-17 67 7.9 51 5.8 118 6.8

18-34 55 6.5 90 10.2 145 8.4
35-44 97 11.4 132 14.9 229 13.2
45-54 199 23.4 238 27.0 437 25.2
55-64 380 44.6 354 40.1 734 42.3

65+ 54 6.3 18 2.0 72 4.1
All Ages 852 100.1 883 100.0 1,735 100.0
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Figure III-1 graphically displays the rate of hospice use by age and sex and shows an
increased risk of hospice use with age. Hospice use rates for males and females in each age
group were very similar, except in the over 65 age group, where the rate for males was
approximately double the rate for females. Nevertheless, use is clearly associated with age.
Starting with the 35-44 age group, the risk of use nearly doubles for each succeeding age group.
However, the use of hospice care, even for the oldest age categories, is very low. For example,
in the age 65+ category only 2.4 persons in 1,000 use hospice services. Indeed, for all age
groups combined the hospice use rate per 1,000 covered lives was only 0.43, i.e., less than one
person in 1,000. Compared to other service types, the magnitude of hospice use is extremely low
in this population.

Figure I11-1
Hospice Use Rates (per 1,000 covered lives) by Age and Sex, 1995
Source: 1994-1996 MarketScan® Database
(N=1,735 Hospice Beneficiaries)

3.5

3 B Age Group Total

2.5 OMale

2 B Female

Hospice Use per 1,000
Covered Lives

0-17 18-34 35-44  45-54 55-64 65+
Age Group

The largest proportion of hospice users resided in the Southern region (38 percent),
followed by the North Central region (27 percent). The Northeast and West regions contributed

the smallest proportion of users (13 percent each). This distribution closely parallels the regional
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distribution of covered lives in the MarketScan Database as a whole. (See Tables B-3 and B-4 in
Appendix B for more detail.) Use rates were highest in the Northeast (0.60 hospice users per
1,000 covered lives), followed by the North Central region (0.46 per 1,000), the South region
(0.44 per 1,000), the West region (0.43 per 1,000) and the “unknown” region (0.23 per 1,000)
(See Table B-5 in Appendix B.)

Over half of the individuals using hospice services were employees (58.6%), nearly one-
third were spouses (32.7%) and 8.7% were classified as dependents. (See Table B-6 in
Appendix B for details.) Rates of hospice use are a function both of employee status and the
relationship of the hospice user to the policy holder. As Table III-3 shows, rates of use are
highest when the user is on long term disability, is invoking COBRA, or has opted for retirement
— all statuses consistent with a non-active work status due to terminal illness.

Table I11-3
Rate (per 1,000) of Hospice Use by Employee Status and Relationship to Policy Holder
(N=1,735 Hospice Beneficiaries )
Source: 1994-1996 MarketScan®” Database

Relationship to Policy Holder to Hospice User
LB D5CR MTEN Employee Spouse Dependent Total
(1,016) (568) (151) (1,735)
Active 0.39 0.54 0.12 0.33
(537) (402) (135) (1074)
Reti 1.65 0.96 0.11 1.21
chiree (316) (128) (5) (449)
2.24 0.96 0.61 1.69
COBRA G1) () () (37)
R, 6.20 0.80 0.00 3.41
Long Term Disability (32) ) 0) (34)
0.68 0.33 0.06 0.38
Other/Unknown (100) (33) ) (141)
Total 0.59 0.58 0.11 0.43
ota (1,016) (568) (151) (1,735)

E. Hospice Episode Construction Methodology
Hospice episodes of care were developed in order to group all of an individual’s entire

hospice and non-hospice claims experience (all service types and costs) associated with a period
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of hospice utilization. Below we describe our episode construction methodology, including
patient selection, episode initiation, and episode termination.

First, beneficiaries with at least one health care claim in 1995 with hospice service use
indicated by hospice type of service or hospice provider type were selected. All healthcare
claims (hospice and non-hospice) in the 1994 through 1996 time period for these individuals
were then compiled. Episode initiation was defined as the date of the first hospice claim for
which there was a preceding 60-day ‘“clean period” where no hospice utilization occurred.
Episode termination was determined by identifying the date of a hospice claim that was followed
by a 60-day ‘“clean period”. It was also possible for an episode to be terminated by a
beneficiary’s disenrollment from the insurance plan (due to death or otherwise), in which case
there would not be a 60-day post-episode clean period.’

The focus of the study is on hospice use during the 1995 calendar year. However, since
episodes presumably span more than one calendar year, we also used the 1994 and 1996
MarketScan data in order to construct 1995 hospice episodes that began in 1994 or ended in
1996. That is, if a hospice episode and accompanying 60-day clean periods both pre- and post-
hospice utilization were completely contained in 1995, then 1994 and 1996 utilization data were
not necessary. However, if a person was in the midst of a hospice episode on January 1, 1995,
then the 1994 experience for that person was searched for the beginning date of the hospice
episode in 1994 until a 60-day clean period prior to the episode was established. Similarly, when
necessary, hospice episodes were continued into 1996 in order to determine a valid episode

termination date.®

> The MarketScan database does not capture systematically date of death or reason for disenrollment from the

insurance plan.

6 All episodes associated with utilization in 1995 are captured in the 1994-1996 time frame.
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In the analyses that follow, utilization prior to the hospice episode (pre-episode) and,
where appropriate, following the hospice episode (post-episode), is presented, along with
utilization during the episode. However, because a small segment of our sample (4.3 percent)
experienced more than one hospice episode, it is possible that a given claim(s) may be counted
as both in the “pre-episode” period and the “post-episode” period. The example in Figure III-2

below illustrates this scenario.

Figure I11-2
Ilustration of Hospice Episode Construction Methodology

Hospice Episode 1 Hospice Episode 2

12/11/94 2/2/95 3/29/95 5/9/95 5/31/95 7/15/95
Hospice claim  Hospice claim  Non-Hospice claim  Hospice claim  Hospice claim  Last Hospice Claim

In this example, the beneficiary was selected as part of the sample since hospice
utilization occurred in 1995. The 2/2/95 claim is the earliest hospice claim in 1995. Since a 60-
day clean period (without hospice use) must be established at the beginning of each episode, the
1994 claims were searched for hospice experience. This query resulted in one earlier hospice
service on 12/11/94, which is considered as the beginning of the first episode. The 2/2/95 claim
ends the first episode because more than 60 days elapsed before the next hospice claim occurred.
The 5/9/95 hospice claim starts the second episode. This episode is extended to 5/31/95 since
the next hospice service occurs within 60 days. It is extended again to include the 7/15/95
hospice claim, which occurs within 60 days of the prior hospice claim. No other hospice claims
occurred within 60 days following the 7/15/95 claim, and thus the 7/15/95 date becomes the
episode end date. The 3/29/95 non-hospice claim does not fall within a hospice episode, but

since it falls within 60 days of both the first hospice episode and the second hospice episode, it is
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in both the “post-episode” period of the first episode and the “pre-episode” period of the second

episode.

F. Hospice Episodes Among the Commercially Insured

In this section we describe the nature of hospice episodes among persons commercially
insured and using hospice services. These analyses were conducted at the episode level (or
claim-level), not at the enrollee/patient level (as in Section III-D above). Episode length was
typically extremely short as indicated by the median value of 1.0 shown in Table III-4. Note,
however, that the mean was 21.4 days, with a relatively large standard deviation (51.6). Only 41
percent of episodes exceeded 1 day in duration (data not shown). Nearly all beneficiaries using
hospice services had only one hospice episode. Fewer than 5 percent of the patients experienced

more than one episode, as can be seen in Table III-5.

Table I11-4
Hospice Episode Utilization for Individuals Using Hospice Services in 1995
Source: 1994-1996 MarketScan® Database
(N=1,813 Hospice Episodes)

Mean Std. Median
Length of Hospice Episode (days) 21.4 51.6 1.0
Hospice Episodes per Hospice Patient 1.0 0.2 1.0

Table I11-5
Distribution of Hospice Episodes for Individuals Using Hospice Services in 1995
Source: 1994-1996 MarketScan® Database
(N=1813 Hospice Episodes)

Number of Episodes Numbl:::l't(i)efnl;lsospice Percell)lit1 t(;i lz—:;)spice
1 1,662 95.8
2 69 4.0
3 3 0.2
4 1 0.1
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In an attempt to explain the preponderance of one-day episodes, we contacted three
employers whom we had originally interviewed and whose plans had moderate-to-high rates of
1-day episodes. None of them were able to provide us with any insights as to the possible
reasons behind this phenomenon. We speculated with them that it may be due to one of four
factors. First, it may be an artifact of claims processing, i.e., bundled billing (one claim
representing more than one service date). Second, the literature points to the reluctance of
physicians to refer to hospice in general. And that when most physicians do refer death is often
immanent.  Patients and families, too, are reluctant to accept hospice, as it is tacit
acknowledgment that “there is no hope”. And thirdly, it may be possible that some of the one-
day stays are for assessment for hospice that is subsequently rejected by the patient and/or
family. Unfortunately, none of our employer informants was able to shed light on this issue. It
remains a question for further research. Finally, there is the possibility that some of the claims
were coded as hospice claims erroneously; however we suspect that this is a remote possibility
since the diagnoses and procedures on the claims were consistent with the need for hospice.

The top 20 ICD-9-CM diagnosis codes associated with hospice episodes are largely
dominated by terminal/chronic illnesses such as cancer, AIDS, COPD, Heart Disease and
Amyotrophic Sclerosis (ALS) (Table I1I-6). The top 20 diagnosis codes account for 43 percent
of all diagnoses related to hospice use. Note that the unit of analysis in Table III-6 is the claim,
rather than the episode. The complexity of aggregating the diagnoses to the episode or person

level would be time-consuming, and was considered beyond the scope of this project.
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Table I11-6
Top 20 Diagnoses on Hospice Claims
for Individuals Using Hospice Services in 1995
Source: 1994-1996 MarketScan® Database
(N=10,272 Claims)

Rank ICP-9-CM Description Numl.)er of Perce:nt of
Diagnosis Claims Claims
1 162.9 Malignant Neoplasms Bronchial/Lung NOS 793 7.7
2 174.9 Malignant Neoplasms Breast NOS 536 5.2
3 191.9 Malignant Neoplasms Brain NOS 369 3.6
4 42.9 Unspecified AIDS 301 2.9
5 157.9 Malignant Neoplasms Pancreas NOS 275 2.7
6 496 Chr Airway Obstruct NEC 260 2.5
7 185 Malignant Neoplasms Prostate 194 1.9
8 335.20 Amyotrophic Sclerosis 165 1.6
9 250.01 Diabetes Uncompl Type I 160 1.6
10 162.8 Malignant Neoplasms Bronchus/Lung NEC 159 1.5
11 153.9 Malignant Neoplasms Colon NOS 145 1.4
12 429.9 Heart Disease NOS 141 1.4
13 183.0 Malignant Neoplasms Ovary 138 1.3
14 154.0 Malignant Neoplasms Rectosigmoid Jct 127 1.2
15 189.0 Malignant Neoplasms Kidney 117 1.1
16 151.9 Malignant Neoplasms Stomach NOS 114 1.1
17 198.3 Secondary Malignant Neoplasms Brain/Spine 112 1.1
18 197.0 Secondary Malignant Neoplasms Lung 111 1.1
19 203.00 Multiple Myeloma 97 0.9
20 251.2 Hypoglycemia NOS 92 0.9
Total 4,406 429

Note:  NOS — Not Otherwise Specified
NEC — Not Elsewhere Classified

Table III-7 presents data comparing the prevalence of given diagnoses among the
commercially insured (MarketScan database) with the prevalence of diagnoses of a sample of
hospice patients nationally (based on the 1996 National Home and Hospice Care Survey —

NHHCS). Although hospice users in the MarketScan database are substantially younger
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Table I11-7
Comparison of Hospice Care Diagnoses, United States and MarketScan®

Diagnosis ICD-9 Code U.S. ! Hospice MarketScan® Hospice
Number | Percent (%) || Number | Percent (%)

Total 864,800 100.00 10,254 100.00
Infectious and parasitic diseases 001-139 23,200 2.68 520 5.07
Human immunodeficiency virus (HIV) disease 42 13,800 1.59 370 3.61

Neoplasms 140-239 432,500 50.01 5,686 55.45

Malignant neoplasms 140-208,230-234 428,900 49.59 5,475 53.39

Malignant neoplasm of trachea, bronchus, and lung 162,197.0,197.3 103,800 12.00 1,120 10.92
Malignant neoplasm of breast 174-175,198.81 18,700 2.16 722 7.04
Malignant neoplasm of prostate 185 15,000 1.73 194 1.89
Endocrine, nutritional, and metabolic diseases and immunity disorders 240-279 27,600 3.19 400 3.90
Diabetes mellitus 250 14,800 1.70 215 2.10
Diseases of the blood and blood-forming organs 280-289 5,700 * 92 0.01
Mental disorders 290-319 21,400 2.47 134 0.01
Diseases of the nervous system and sense organs 320-389 34,500 3.99 386 3.76
Diseases of the circulatory system 390-459 148,300 17.15 579 5.65
Essential hypertension 401 25,800 2.98 16 *oE

391-392.0,393-
Heart disease 398,402,404,410- 74,100 8.57 415 4.05
416,420-429

Diseases of the respiratory system 460-519 53,600 6.18 520 5.07
Diseases of the digestive system 520-579 15,500 1.79 281 2.74
Diseases of the genitourinary system 580-629 18,500 2.14 222 2.16
Diseases of the skin and subcutaneous tissue 680-709 * --- 54 ok
Diseases of the musculoskeletal system and connective tissue 710-739 16,800 1.94 242 2.36
Symptoms, signs, and ill-defined conditions 780-799 39,000 4.51 423 4.12
Injury and poisoning 800-999 * --- 201 1.96
Supplementary classification VO01-V82 13,100 1.51 301 2.93

. 630-676,740-

All other diagnoses 759.760-779 * --- 213 2.08

* Not reported due to not meeting standard of reliability or precision.
** <0.01%

1. All listed diagnoses at admission. Source: Haupt, B.J. An overview of home health and hospice care patients: 1996 National Home and
Hospice Care Survey. Advance data from vital and health statistics, No. 297. Hyattsville, MD, National Center for Health Statistics, 1998.

2. All listed diagnoses on hospice claims for hospice episodes in 1995 in the MarketScan® database.
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(primarily under 65 years old) than hospice users in the 1996 NHHCS (about two-thirds 65 years
and older), the distribution of hospice diagnosis codes is relatively similar for the two. About
half of the all-listed diagnoses in both the NHHCS and MarketScan were malignant neoplasms.
The NHHCS population had a higher percentage of circulatory disorders and heart disease (17.2
percent and 8.6 percent respectively) than MarketScan (5.7 percent and 4.1 percent). The
MarketScan population had a higher percentage of infectious disease diagnoses (5.1 percent
versus 2.7 percent), a category that includes AIDS.

The data presented thus far do not isolate the major condition responsible for the terminal
status, and thus, presumably, for the hospice use. Unlike Medicare hospice claims which record
such information, the MarketScan database merely records diagnoses associated with each claim;
no diagnosis is given primary status nor is there a diagnosis identified as the reason for the
hospice use. Thus, we devised a hierarchical strategy for assigning a “terminal” diagnosis to
each hospice episode. First, episode diagnoses were scanned for AIDS, AIDS—related and HIV
diagnoses. Episodes with these diagnoses were placed in the AIDS/HIV category; given the
hierarchical nature of our methodology, even if other “terminal” diagnoses such as cancer were
identified as associated with the episode, the terminal diagnosis episode was classified as
AIDS/HIV. All episodes are classified in only one category. If an episode was not associated
with an AIDS/HIV diagnosis, then the list of diagnoses was scanned for lung cancer, followed in
order by breast cancer, and then cancers in other site. Just about two-thirds (65.9 percent) of
episodes were classified into one of these categories. The “terminal” diagnosis for the remaining
episodes was classified as “Other” since no one diagnosis predominated among the remaining

third of the episodes.
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Using this methodology for identifying the terminal condition, Table III-8 reports on the
prevalence of the terminal conditions, at the episode level, by sex. This table reveals that the
most prevalent diagnosis for hospice episodes was cancer other than cancers of the breast and
lung (39.5 percent of episodes). This holds true for episodes experienced by both males and
females. Second in prevalence were “Other” terminal diagnoses (34.1 percent). Not
surprisingly, lung cancer diagnoses were more prevalent for episodes experienced by men (17.6
percent) than for women (10.9 percent), and breast cancer was more prevalent for episodes
experienced by women (16.7 percent) than by men (0.3 percent). We suspect that the relatively
high rate of AIDS/HIV episodes (3.5 percent) reflects the predominance of the working-age
population within the MarketScan database. Little difference in episodes was experienced by the
beneficiary holder (typically the employee) versus episodes experienced by spouses of the
employee (See Table B-6 in Appendix B), where approximately two-thirds of the episodes are
cancer-related. Episodes experienced by dependents, a much younger group of hospice users in
general, showed a very different pattern; 86.5 percent of their episodes were assigned to the

“Other” category, reflecting congenital disorders and other terminal diseases associated with

childhood.
Table I11-8
Sex by Terminal Diagnosis
MarketScan® Database
(N=1,813 Episodes)
. . Male Female Total
Diagnosis
Number | Percent (%) Number Percent (%) Number Percent (%)
AIDS/HIV 54 6.1 9 1.0 63 3.5
Lung Cancer 156 17.6 101 10.9 257 14.2
Breast Cancer 3 0.3 155 16.7 158 8.7
Other Cancer 407 45.9 310 33.5 717 39.5
Other 267 30.1 351 37.9 618 34.1
Total 887 100.0 926 100.0 1,813 100.0
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Regional differences also emerged (Table I1I-9). Non-cancer/non-HIV/AIDS episodes
were just about twice as prevalent in the Northeast and North Central regions (48.9 percent and
43.2 percent, respectively) than they were in South and West (24.5 percent and 24.7 percent,
respectively). The prevalence of AIDS/HIV episodes was slightly higher in the South and West,
and cancer episodes in these regions were substantially higher (approximately 70 percent of
episodes in the South and West, but only 49 percent and 54.9 percent in the Northeast and North
Central regions, respectively). These results do not reflect the distribution of regional cancer
death rates or AIDS-related deaths, where the Northeast and North Central sections of the
country report the highest cancer related deaths. AIDS-related deaths are highest in the
Northeast, followed by the South, West, and North Central regions. We suspect, rather, that the
regional differences in cancer and AIDS diagnoses among the MarketScan population of hospice
users may reflect physician referral patterns and hospice penetration rates in the different regions

of the country.

When the age of beneficiaries experiencing the episodes are examined by condition
(Table III-10), we observe the average age of cancer patients with hospice episodes ranged from
the mid to late 50s. Younger average ages, hovering around 40, are associated with AIDS/HIV
and “Other” diagnoses. The predominance of the middle years reflects, once again, the

dominance of the working-age population in the MarketScan database.
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Table II1-9
Region by Terminal Diagnosis

MarketScan® Database
(N=1,813 Episodes)
DT Northeast N. Central South West Unknown Total
Number | Percent (%) || Number | Percent (%) || Number | Percent (%) | Number | Percent (%) || Number | Percent (%) || Number | Percent (%)
Lung Cancer 33 14.2 64 12.4 115 16.4 31 13.4 14 10.8 257 14.2
Breast Cancer 14 6.0 41 8.0 65 9.3 23 10.0 15 11.5 158 8.7
Other Cancer 67 28.8 178 34.5 317 45.1 109 47.2 46 354 717 39.5
AIDS/HIV 5 2.2 10 1.9 34 4.8 11 4.8 3 2.3 63 3.5
Other 114 48.9 223 43.2 172 24.5 57 24.7 52 40.0 618 34.1
Total 233 100.0 516 100.0 703 100.0 231 100.0 130 100.0 1,813 100.0
THE
MEDSERT
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Table 111-10
Age by Terminal Diagnosis
1994-1996 MarketScan® Data
(N=1,813 Episodes)

Diagnosis N Mean Std. Median
AIDS/HIV 63 41.5 8.0 41.0
Lung Cancer 257 57.1 7.1 59.0
Breast Cancer 158 52.8 8.7 54.0
Other Cancer 717 53.9 11.2 57.0
Other 618 39.6 19.1 44.0

Despite an overall median of 1 day for episode duration (as noted above), duration seems
to vary somewhat by terminal condition (Table III-11). The median episode duration for
AIDS/HIV was the highest at 11 days, followed by breast cancer episodes (6 days), and lung
cancer episodes (4 days). For all other conditions median episode duration was 1 day.

Table I11-11
Length of Hospice Episode by Terminal Diagnosis
1994-1996 MarketScan® Database
(N=1,813 Episodes)

Diagnosis N Mean Std. Median
AIDS/HIV 63 35.0 58.1 11.0
Lung Cancer 257 20.7 35.8 4.0
Breast Cancer 158 26.9 553 6.0
Other Cancer 717 26.4 50.8 1.0
Other 618 13.1 55.4 1.0
Total 1,813 214 51.6 1.0
G. Health Care Utilization for Commercially Insured Hospice Patients

This next section reports on service utilization associated with hospice episodes in three

distinct periods:

o 60 days prior to the beginning of the hospice episode (pre-episode);
o during the hospice episode; and

o 60 days following the end of the hospice episode (post-episode).
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At first glance it may seem incongruous to be examining the period following the end of
the hospice episode (post-episode period), since one would expect that the termination of a
hospice episode would to be due to death and thus “post hospice utilization and expenditure
experience” an oxymoron. However, it is quite conceivable for utilization to occur in a post-
episode period in this population. The commercially insured are not typically locked-into a
hospice benefit once they have chosen it. Under the majority of policies, as our discussions with
commercial plans demonstrated, an enrollee may opt out of hospice care at any point (or may

even be receiving both curative and palliative care at the same time).’

In the following analyses, hospice services are divided into inpatient and outpatient
categories, representing the place of service — either a confinement in any inpatient setting or
services received in an ambulatory/outpatient setting (including the patient’s home). Because
there is interest in understanding whether hospice care is supplemented by non-hospice home
health and/or nursing home care among commercially insured hospice users, our analyses also
include home health and nursing home utilization. All utilization not classified as hospice, home
health or nursing facility care is categorized as non-hospice services. Non-hospice services are
further classified as delivered in an inpatient or outpatient setting. Payments are defined as the
total reimbursement made for the service to the provider of care from all sources of payment
(i.e., plan, enrollee out-of-pocket and coordination of benefits amounts).

Not surprisingly, almost all of the hospice episodes (92.7 percent) were preceded with
service use in the 60 days prior to the episode (Table III-12). Interestingly, over half of episodes

(59.3 percent) were followed by service use. Combined with our earlier finding that the median

7 This was less true for those plans that adhered to a “Medicare-like Model”, but even in these plans a beneficiary

was allowed to disenroll from hospice after a fixed period of time.
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length of hospice episodes is 1 day, this suggests that a substantial proportion of commercially
insured hospice users use hospice only fleetingly, and tend not to embrace hospice as a major
source of care in the course of their terminal illness.

Table III-12 also shows that hospice services for the commercially insured are mainly
delivered in the outpatient setting, i.e., 88.6 percent of hospice episodes were associated with
hospice care delivered in an outpatient setting. A much smaller percentage (16.3 percent) of the
episodes was associated with inpatient hospice services (either a hospice facility or another
inpatient facility). In 4.9 percent of episodes, patients received hospice care in both settings.

Table 111-12
Percent of Hospice Episodes Where Health Care Services Were Used
Before, During and After the Hospice Episode
Source: 1994-1996 MarketScan® Database
(N=1,813 Episodes)

Type of Services Utilized
Service Pre-Episode During Episode Post-Episode
Hospice
Total 0.0 100.0 0.0
Inpatient 0.0 16.3 0.0
Outpatient 0.0 88.6 0.0
Home Health 31.1 15.7 16.7
Nursing Home 2.1 0.6 1.0
Other Non-Hospice
Total 91.7 54.9 53.9
Inpatient 41.0 17.8 12.7
Outpatient 90.8 48.0 50.6
Total 92.7 100.0 59.3

Nursing home services were utilized very rarely during a hospice episode, i.e., in less
than one percent of episodes — and only slightly more frequently before and after the episode, 2.1
percent and 1.0 percent, respectively. This pattern is consistent with restrictions on nursing

home use in commercial plans where nursing home care is usually limited to the time period
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after an inpatient admission, typically with a 30-day restriction. Conversely, home health
services were utilized more frequently both before, during, and after the hospice episode. Home
health use was most prevalent in the pre-episode period (31.1 percent of episodes), and less
prevalent during the hospice episode (15.7 percent) and following the episode (16.7 percent).
There is some evidence, therefore, for the contention that home health services are used in
conjunction with, and as supplement to, hospice care.

It is also interesting to note that in 54.9 percent of the episodes non-hospice services were
utilized during the hospice episode concurrently with hospice services. Thus, it is clear that
during the hospice episode commercially insured hospice patients continue to receive other
medical treatments in addition to hospice services. It is unknown to what extent curative
treatments were provided for the terminal illness and/or non-hospice services were provided for
conditions unrelated to the terminal illness (versus for the management of symptoms related to
the terminal condition). By law, hospice services provided under Medicare are restricted to
palliative care, and the provision of non-hospice services are restricted to the care of conditions
unrelated to the terminal illness. However, among the commercially insured, as we know from
our discussions with employers and plans (see Section II of this report), many plans do not
require forfeiture of curative treatment when the hospice benefit is invoked.

It is interesting to note that the proportion of episodes associated with use of non-hospice
services other than nursing home and home health drops precipitously from the pre-hospice
period to the hospice period (from 91.8 percent to 54.9 percent of episodes), as depicted in Table
II-13. This decrease is observed for all of the individual terminal diagnostic groupings. The
most dramatic decreases are associated with lung cancer (from 91.8 percent to 45.5 percent) and

cancers other than of the lung and of the breast (from 93.9 percent to 52.7 percent). While the
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use of home health services is less prevalent (than other non-hospice services), both in the 60
days preceding the hospice episode and during (and after) the episode itself, with one exception
the proportion of episodes associated with home health use also declines substantially between
the pre-hospice period and during the hospice episode. For all the terminal diagnoses, except
AIDS/HIV, the prevalence of home health use drops by about half. For example, in the pre-
episode period 44 percent of episodes associated with lung cancer have home health claims, but
during the episode the proportion drops to 19.8 percent. Although a decrease is also observed
among AIDS/HIV episodes, the drop is less precipitous, from 57.1 percent to 42.9 percent. The
proportion of episodes where nursing home care is used is relatively small — in the pre-episode

period as well as during the hospice episode.
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Table I11-13
Proportion of Episodes Associated with Use of Services by Service Type and
Terminal Diagnosis Before, During, and After the Hospice Episode
1994-1996 MarketScan® Database

(N=1,813)
Services Incurred
Type of Service N
Pre-Episode During Episode Post-Episode
Hospice
Lung Cancer 257 0.0 100.0 0.0
Breast Cancer 158 0.0 100.0 0.0
Other Cancers 717 0.0 100.0 0.0
AIDS/HIV 63 0.0 100.0 0.0
Other 618 0.0 100.0 0.0
All Diagnoses 1,813 0.0 100.0 0.0
Home Health
Lung Cancer 257 44.0 19.8 19.1
Breast Cancer 158 36.1 19.0 18.4
Other Cancers 717 40.0 20.2 20.5
AIDS/HIV 63 57.1 42.9 30.2
Other 618 11.5 5.2 9.4
All Diagnoses 1,813 31.1 15.7 16.7
Nursing Home
Lung Cancer 257 2.7 1.2 0.4
Breast Cancer 158 3.2 0.6 2.5
Other Cancers 717 2.1 0.7 1.1
AIDS/HIV 63 3.2 1.6 1.6
Other 618 1.5 0.2 0.8
All Diagnoses 1,813 2.1 0.6 1.0
Other Non-Hospice
Lung Cancer 257 91.8 45.5 38.1
Breast Cancer 158 92.4 52.5 51.9
Other Cancers 717 93.9 52.7 48.8
AIDS/HIV 63 92.1 63.5 46.0
Other 618 88.8 61.0 67.8
All Diagnoses 1,813 91.7 54.9 53.9
Total
Lung Cancer 257 922 100.0 45.1
Breast Cancer 158 93.0 100.0 58.2
Other Cancers 717 953 100.0 56.2
AIDS/HIV 63 95.2 100.0 54.0
Other 618 89.6 100.0 69.7
All Diagnoses 1,813 92.7 100.0 59.3
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H. Health Care Expenditures for Commercially Insured Hospice Patients

The average total payments for all service types per hospice episode were $6,066 (Table
111-14). During the hospice episode, mean expenditures for hospice services ($2,951) are similar
to the expenditure outlay for non-hospice services ($2,688). Mean home health and nursing
home payments during the hospice episode were minimal, an average of $382 and $44
respectively. Presumably reflective of a skewed episode duration, the payment distribution for
all expenditure categories during the hospice episode is also skewed. Median total payments per
hospice episode were $1,734, with median hospice payments per episode of $1,123 and median
non-hospice payments of $52. Figure I1I-3 displays these findings graphically.

Mean total payments in the pre-episode period ($12,027) are substantially higher than
total payments during the episode ($6,066) or than in the post-episode period ($2,484). There
are a couple of reasons for these differences. First, the pre-period is fixed at 60 days, yet the
number of days associated with the hospice episode, by definition, varies and we know that for
58.7 percent of episodes it is one day in length. Second, the post-episode period may be up to 60
days in duration, but for many episodes it is much less, and in fact only 59.3 percent of episodes
even have a post-episode period associated with them. This drop off in the post-episode period is
not unexpected. Given the terminal nature of hospice-related illnesses, many hospice users may
not survive long enough to incur post-episode payments.

Expenditures reported in Table III-14 are based on all hospice episodes identified in the
database (N=1,813). Consequently, episodes with no service use in a given category (e.g.,
inpatient, home health, nursing home) contribute zero dollars to the calculation of the mean and
median values in this table and figure. The mean and median expenditures reported in Table III-

15 exclude zero-expenditure contributions in the calculation of each cell. The columns

49 fRESSiaE



designated “N” report the number of episodes with non-zero expenditures upon which the
measure was calculated. As one would expect, the dollar averages in all service categories
increase when episodes with zero expenditures in a given category are removed.

Finally, we turn to an examination of expenditures by terminal diagnosis. As shown in
Table III-16 and depicted in Figure I11-4, AIDS/HIV episodes had the highest average fotal
payments (hospice, non-hospice, nursing home and home health) per hospice episode ($10,151),
followed by Breast Cancer ($8,843), Other Cancers ($7,763) and Lung Cancer ($5,180).
AIDS/HIV hospice episodes were also associated with the highest expenditures for hospice
services and for non-hospice home health care as well. Eliminating the non-users of each service
category, average and median payments were recalculated and are presented in Table B-8 in
Appendix B where similar findings are observed.

These expenditure trends are somewhat consistent with our findings on length of stay for
the various terminal diagnoses, where AIDS/HIV-related episodes and breast cancer episodes

were associated with the longest lengths of stay, i.e., median lengths of stay of 11 and 6 days,

respectively.
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1994-1996 MarketScan® Database

Table I11-14
Pre, During and Post Hospice Episode Payments

(N=1,813 Episodes)

Payments Incurred

:foi:: Pre-Episode During Episode Post-Episode
Mean Std. Median Mean Std. Median Mean Std. Median
Hospice
Total - - - $2,951 $6,258 $1,123 - - -
Inpatient - - - $756 $3,246 $0 - - -
Outpatient - - - $2,196 $5,228 $659 - - -
Home Health $671 $2,628 $0 $382 $2,666 $0 $269 $1,317 $0
Nursing Home $113 $1,237 $0 $44 $1,248 $0 $44 $1,007 $0
Other Non-Hospice
$11,243 $17,531 $3,993 $2,688 $16,677 $52 $2,171 $11,145 $40
Inpatient $8,093 $16,340 $0 $1,635 $12,740 $0 $1,400 $10,518 $0
Outpatient $3,150 $4,856 $1,265 $1,053 $9,205 $0 $771 $2,549 $15
Total $12,027 $18,103 $4,766 $6,066 $19,949 $1,734 $2,484 $11,482 $76
L
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Figure I11-3
Mean Payments Pre, During and Post Hospice Episode
1994-1996 MarketScan® Database
(N=1,813 Episodes)
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Table I11-15
Pre, During and Post Episode Payments
(Excluding Zero Payments in Each Service Category)
Source: 1994-1996 MarketScan® Database

Type of

Payments Incurred

Service Pre-Episode During Episode Post-Episode
N Mean Std. Median N Mean Std. Median N Mean Std. Median
Hospice
- - - - 1,813 $2,951 $6,258 $1,123 - - - -
Inpatient - - - - 295 $4,644 $6,841 $2,498 - - - -
Outpatient - - - - 1,606 $2,479 $5,491 $886 - - - -
564 $2,158 $4,361 $777 285 $2,433 $6,352 $483 302 $1,615 $2,874 $566
38 $5,370 $6,775 $2,685 11 $7,291 $14,970 $1,250 19 $4,194 $9,149 $795
1,662 $12,265 | $17,965 $5,338 995 $4,898 $22,275 $407 978 $4,025 $14,929 $476
Inpatient 743 $19,749 | $20,532 | $13,723 322 $9,206 $29,091 $837 230 $11,034 | $27,723 $3,901
Outpatient 1,646 $3,469 $4,987 $1,649 870 $2,195 $13,198 $339 918 $1,524 $3,420 $343
1,681 $12,971 | $18,472 $6,073 1,813 $6,066 $19,949 $1,734 1,076 $4,185 $14,666 $570
[
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Table 111-16
Pre, During and Post Hospice Episode Payments by Diagnosis for Individuals Receiving Hospice Services in 1995
1994-1996 MarketScan® Database

Payments Incurred
Type of Service N Pre-Episode : During Episode : Post-Episode :
Mean Std. Median Mean Std. Median Mean Std. Median
Hospice
Lung Cancer 257 - - - $2,937 $4,194 $1,553 - - -
Breast Cancer 158 - - - $3,708 $4,960 $2,162 - - -
Other Cancers 717 - - - $3,282 $5,721 $1,629 - - -
AIDS/HIV 63 - - - $6,187 $8,965 $2,532 - - -
Other 618 - - - $2,051 $7,298 $315 - - -
Home Health
257 $471 $871 $0 $126 $458 $0 $281 $1,213 $0
Breast Cancer 158 $836 $2,964 $0 $631 $3,901 $0 $247 $778 $0
Other Cancers 717 $754 $2,294 $0 $596 $3,380 $0 $322 $1,501 $0
AIDS/HIV 63 $3,753 $8,419 $359 $1,171 $5,308 $0 $1,058 $3,439 $0
Other 618 $302 $1,834 $0 $97 $769 $0 $128 $663 $0
Nursing Home
257 $88 $750 $0 $85 $1,228 $0 $5 $76 $0
Breast Cancer 158 $2 $18 $0 $14 $170 $0 $43 $430 $0
Other Cancers 717 $134 $1,336 $0 $72 $1,835 $0 $68 $1,503 $0
AIDS/HIV 63 $406 $2,760 $0 $1 $8 $0 $3 $25 $0
Other 618 $96 $1,187 $0 $7 $171 $0 $36 $554 $0
Other Non-Hospice
257 $13,687 $14,392 $10,629 $2,032 $13,714 $0 $1,846 $5,475 $0
Breast Cancer 158 $12,491 $16,670 $7,004 $4,490 $18,002 $27 $2,517 $8,021 $43
Other Cancers 717 $14,469 $19,570 $7,968 $3,812 $23,281 $49 $2,399 $10,930 $0
AIDS/HIV 63 $17,477 $21,941 $9,478 $2,793 $6,596 $209 $1,398 $4,244 $0
Other 618 $5,530 $14,195 $355 $1,186 $4,270 $70 $2,032 $13,975 $93
Total
257 $14,246 $14,436 $10,963 $5,180 $14,553 $2,249 $2,131 $5,898 $0
Breast Cancer 158 $13,329 $17,832 $7,666 $8,843 $22,039 $2,866 $2,807 $8,202 $89
Other Cancers 717 $15,356 $19,971 $8,993 $7,763 $26,419 $2,358 $2,790 $11,464 $59
AIDS/HIV 63 $21,636 $23,559 $13,460 $10,151 $15,652 $3,500 $2,459 $7,049 $37
Other 618 $5,928 $14,643 $383 $3,338 $10,386 $561 $2,196 $14,067 $113
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Figure I11-4
Pre, During and Post Hospice Episode Payments
by Diagnosis for Individuals Receiving Hospice Services in 1995
1994-1996 MarketScan® Database
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v
Discussion

The structure of hospice benefits offered by a purposive sample of large, privately
insured employers (over 10 thousand employees) suggests that hospice is a commonly offered
benefit that appears in a wide variety of configurations across employers and plans. The vast
majority (88 percent) of the 52 health plans examined in this study offered a hospice benefit.
However, this may be an underestimate of the proportion of plans actually covering hospice
services since every benefit is not explicitly described in the Summary Plan Descriptions (SPDs)
that were reviewed in the course of this investigation. Plans may not be explicit in their SPDs
about the design of their hospice benefit since it is rarely required among the working-aged
population and their dependents — the population typically covered by these plans. Our findings
are strikingly similar to a recent survey by Gabel (1998) on the availability and scope of hospice
benefits offered by employers in the United States. Gabel found that there was a great deal of
variety in the design of the hospice benefit across employer and plan types. As in our study,
Gabel found that employers explicitly offered hospice benefits to most (83 percent) employees
enrolled in health plans in 1997. He found that jumbo-sized employers (defined as 5,000 or
more employees) akin to those analyzed for this study, offered hospice benefits to about 89
percent of covered employees.

Review and abstraction of the hospice benefits as described in SPD documents indicated
a wide variety of plan configurations, both across and within plan types (Indemnity, HMO and
PPO). In a rare point of agreement (but an expected one), all plans explicitly offering the hospice
benefit identified the terminally ill as the appropriate beneficiaries of the hospice benefit. The

vast majority of plans required precertification of terminal illness by a physician. However, only
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half the plans requiring precertification of terminal illness specified a definition of terminal
illness in the SPD; but all of these defined terminal illness as 6 months or less to live. Similarly,
Gabel (1998) found that terminal illness as certified by a physician was a common requirement
for receipt of hospice benefits and the most common eligibility requirement was also
certification of six months or less to live.

We detected a great deal of variation in the cost sharing (coinsurance and deductibles)
provisions of the hospice benefit, lifetime limits (maximum hospice days and dollars) and
coverage of hospice-related services. Most plans did not impose cost sharing requirements on the
hospice benefit. For the plans that required cost sharing, coinsurance and deductible levels
covered a wide range of dollar amounts, some tying cost sharing amounts to salary levels. A few
PPO and POS plans increased the cost-sharing amount if the individual received services from an
out of network provider. Lifetime maximum day and dollar limits were infrequently and
inconsistently imposed.

The percentage of plans explicitly mentioning coverage of hospice services across
settings of care (inpatient hospital, hospice facility and at home) also varied considerably. When
comparing the breadth of services covered across three plan types (Indemnity, POS and PPO)
PPOs appeared to mention the fewest number of covered services. In Gabel’s survey, about one-
fourth (28 percent) of employees were subject to dollar caps, compared to 37 percent in this
study. Day limits were imposed upon about one-third of covered employees in the Gabel study,
which was higher than the 11 percent found in this study.

Telephone discussions with eight of the plans shed more light on the flexibility and
discretion exercised by employers and plans in the administration of the hospice benefit. While

the plan designs vis-a-vis hospice appear rigid, many of the employers and plans revealed that
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hospice provisions were often perceived as guidelines and typically were not stringently applied.
If a specific benefit ran out, the employer or plan often extended or renewed it. Employers and
plans consistently reported that flexibility in these instances was “the right thing to do”, and at
the same time acknowledged that it was possible to exercise such flexibility because the demand
for hospice is so low in this population. Nevertheless, further study may be warranted to
compare the benefit plan design information to actual utilization and payment information. The
number and extent of exceptions to benefit provisions may be useful information when designing
future benefit packages.

Three general approaches to the design and administration of the hospice benefit were
revealed in our discussions with employers: a Medicare-like Model, a Comprehensive Model and
an Unbundled Model. Plans adopting the Medicare-like Model structured their hospice benefit
based upon the Medicare program’s hospice benefit. These plans impose similar benefit periods
and eligibility requirements as the Medicare program and require a waiver of curative treatment
when hospice care commences. Half of the plans interviewed adopted a different approach, the
Comprehensive Model, significantly deviating from the Medicare-like Model. Notably,
suspension of curative treatment is not required while a patient undergoes hospice treatment.
Curative and palliative treatments can occur simultaneously. Coverage of both types of care is
seen as humanitarian and caring by the employers, especially under circumstances often
perceived as untimely and tragic. Finally, the Unbundled Model provides hospice service
coverage for care unique to hospice, although the hospice benefit is subject to lower lifetime
limits than the other models. All non-hospice care is provided under other plan provisions (e.g.,

prescription drugs are paid through the outpatient prescription drug plan, home health through
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the medical plan, etc.). Case managers are responsible for coordination of the entire spectrum of
care for the terminally ill individual.

The various model types adopted by commercial plans can be instructive to those in
government-sponsored programs, commercial plans and research organizations seeking new
approaches to end of life care and benefit configurations for delivery of end of life services.
Alternative approaches to end of life care (vis-a-vis the Medicare-like Model) have been
uncovered in this exploratory study including the case management of hospice services,
combinations of palliative care and curative treatment, and integration of hospice into a variety
of managed care programs. Further study of how commercial plans are evolving their hospice
benefit, especially their successes and lessons learned, may provide useful information to those
developing programs to serve terminally ill individuals enrolled in all types of health care plans
including Medicare and Medicaid.

Two other issues frequently associated with hospice services, fraud and abuse and cost
effectiveness were briefly explored during the discussions. Even in light of the fact that hospice
fraud and abuse have been a major concern for government-sponsored hospice programs,
employers expressed relatively little concern about the potential for fraud and abuse of the
hospice benefit in the private sector. Employers cited the extremely low levels of utilization of
the hospice benefit, due to the relatively healthy population that they insure, as the main reason
for their lack of concern. Where concerns were expressed, the use of dollar and day caps or
requiring case management were cited as measures to mitigate the risk of abuse of the hospice
benefit and/or a means for providing care more tailored to the needs of the dying person and

his/her family.
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The cost effectiveness of the hospice benefit and the potential to reduce excessive end of
life treatment was not explicitly addressed during this study, although several employers stated
during the discussions that they perceived hospice care to be a cost effective alternative. Further
study of the cost effectiveness of hospice care in the private sector may be valuable, especially
for plans that do not require a waiver of curative treatment.

Analysis of the expenditures and utilization patterns of hospice service users in the 1995
MarketScan database revealed, not surprisingly, that hospice services are used infrequently in
this younger, employed population. Less than one person in 1,000 (0.43 persons) used hospice
services in 1995. Also, hospice use rates were associated with age. While use rates were
relatively low for enrollees 0 to 35 years of age (under .20 per 1,000 covered lives), hospice use
rates rose in the older age categories. For example, there were 0.56 hospice users per 1,000
covered lives in the 45 to 54 age category and 1.26 hospice users per 1,000 covered lives in the
55 to 64 age category. Most hospice service users were employees over 45 years of age.

Hospice episodes of care were found to be brief, with a mean episode length of 21 days
and a median length of 1 day per episode. Over half (59 percent) of the episodes consisted of 1
day of hospice care. Whether one-day episodes reflect the reluctance of physicians and their
patients to access hospice or some other phenomenon, e.g., an artifact of how claims are filed,
was beyond the scope of this investigation, but would be fertile ground for further study.
Medicare hospice episodes are also short in duration relative to the length of the chronic illnesses
associated with them — but not as short as those of the commercially insured. The fact that the
commercially insured population using hospice is younger, on average, than the Medicare

hospice population, and thus perhaps even less inclined to accept their imminent mortality, may
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be part of the explanation. Only further research will be able to explain our finding of the
preponderance of one-day episodes.

Many of the analyses in this study were performed using an episode of care construct,
building episodes (forward and backward in time) around dates of hospice service use.
However, one of the primary limitations of this study is the absence of information concerning
the individual’s date of death or disenrollment from the plan if the individual lost coverage or
changed plans prior to death. These dates could provide valuable information about the cost and
use of services prior to death or disenrollment for terminally ill individuals. Without knowing
the date of death or disenrollment, we were not able to analyze service provision in the last
months of life as has been done in previous studies (Emmanuel, 1994; Tempkin-Greener et al.,
1992). In addition, if these dates were available, comparisons could be made between terminally
ill individuals who used hospice services and individuals that had similar terminal conditions but
did not choose to use hospice services. Comparisons could be made across a number of
dimensions including cost, service utilization, and use of related services like home health care
and nursing home care. Comparisons between hospice users and nonusers are an essential
component in the evaluation of the cost effectiveness of hospice service delivery, an issue of
great interest when considering alternative benefit configurations like the ones uncovered in this
study.

The results of this investigation also raise issues concerning eligibility for employment-
related insurance. One-third of the hospice service users in this study were active employees.
When employees contract a terminal illness it is very likely that they are unable to continue to
work beyond a certain point in time. In order to continue to receive health benefits when active

employment ends, individuals must transition to an employer-sponsored disability program or
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continue plan enrollment through COBRA provisions (and pay the full health care premium).
However, disability programs are not available to all workers and COBRA premiums may be
cost prohibitive. Even if disability coverage is available, it may not last indefinitely and COBRA
provisions eventually expire. Once eligibility through a disability program or COBRA
continuation is exhausted, other insurance must be obtained or the individual will become
uninsured. It is interesting to note that one-fourth of the hospice users in this study were early
retirees or their dependents. Perhaps converting to early retiree status allowed individuals to
maintain health insurance coverage through employer-sponsored benefits. Future studies should
investigate the insurance transitions made by terminally ill individuals (not just hospice users) in
private plans between active status, COBRA continuation, early retirement and other public
programs (like Medicare disability or Medicaid).

Although commercially-insured hospice service users are small in number, they are a
relatively diverse group of individuals ranging in age from 0 to 88 years with a wide variety of
terminal conditions including rare congenital diseases and common cancers. From a diagnostic
standpoint, these individuals generally resemble hospice service users in the US. However,
commercially-insured hospice users had a higher percentage of AIDS diagnoses and a lower
percentage of circulatory disorders and heart disease conditions than the entire population.

The diversity of commercial hospice service users was further noted by differences in
cost and service utilization across terminal diagnosis categories. Episode use and cost patterns
for individuals with all cancers (breast, lung and other) appeared to be relatively similar, but
individuals with “Other” conditions (non-AIDS, non-cancer) tended to have shorter episodes,

lower payments, younger ages and a lower use of home health services than those with cancer.
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Individuals with AIDS tended to be younger, have longer episodes, higher payments and use
home health services more often than those with cancer.

Since hospice users in private plans are a relatively small group of diverse individuals
subject to an array of benefit plan options, an individualized case management approach may be
an effective way to provide care to terminally ill individuals in such plans. Especially in cases
where curative treatment is delivered in conjunction with hospice care, case management may be
a sensible strategy for coordination of services among all parties: the terminally ill individual, the
family, hospice providers, non-hospice providers of care, the employer and the health plan. Note
that in this study, non-hospice medical care services were delivered in conjunction with hospice
services in over half of the hospice episodes. Future studies should assess the
effectiveness/appropriateness of case management approaches.

Average payments per hospice episode were relatively low, $2,951 for hospice services
and a similar amount for non-hospice medical services ($3,114). Spreading the cost across the
entire insured population, hospice service payments per covered life were nominal, around $1.18
per covered life per year. On average, total (hospice and non-hospice) payments for the entire
time period covering the 60 day pre-episode period, the hospice episode and the 60 day post-
episode period were about $20,000, around $14.50 per covered life per year for all care.
Alternative financing mechanisms for hospice care have been suggested, focusing on carving out
or capitating hospice services. The results of this analysis show that, from a financial standpoint,
carving out or capitating hospice services or, possibly all (hospice and non-hospice) services for
terminally ill individuals, may be a feasible approach, especially in commercial markets, since

the dollar amounts per covered life are relatively modest and the services are relatively distinct.

63




Perhaps the most striking finding of this study is the degree to which commercial plans
deviate from the Medicare hospice model, both in terms of the nature of the population served
(age) and in benefits administration. Despite the fact that some plans follow a Medicare-like
approach — described as rule-bound and proscriptive, most commercial plans seem to administer
their hospice benefits with a fair modicum of flexibility, accommodating the needs and desires of
patients and families. It is also clear, however, that commercial plans can afford this flexibility
given the low demand for the service in their covered populations. While we did not examine
hospice in the non-fee-for-service environment, we did detect a small but potentially significant
groundswell of plans, PPOs in particular, opting to carve out and/or unbundle their hospice
benefit and link it to case management. These unbundled, carved-out and case-managed models
are ripe for further investigation as the federal government reviews its Medicare managed care
benefits and as commercial plans seek to restructure their hospice benefits so they are

appropriate and cost-effective for their covered populations.
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Appendix A

Example Memo to MEDSTAT Client Manager

THE
E=======°
=
GROUP
MEMORANDUM
TO: Client Manager

Employer C Account Representative
The MEDSTAT Group—Ann Arbor

FROM: Joline Staeheli

DATE: March 15, 1998

SUBJECT: Identifying Employer Representative for Interview about Hospice Benefit

The MEDSTAT Group, in conjunction with The Urban Institute and Brown University, is
exploring hospice benefits as part of a project funded by the Office of The Assistant Secretary
for Planning and Evaluation, Department of Health and Human Services. In particular,
MEDSTAT’s responsibility is to explore hospice benefits and utilization on the commercial side.
Beth Jackson, our Research and Policy division, is the study director. Her team includes Teresa
Gibson, from MEDSTAT’s Healthcare Information Resources division and myself, Joline

Staeheli.

To date we have examined hospice use across sixty employer-sponsored plans, and the services,
limits, locations, and requirements which comprise each plan’s hospice benefit. We have
accomplished this using the MarketScan® Database as well as available summary plan booklets,
The next phase of the project will involve telephone interviews of selected employers who either
show a high level of experience with hospice utilization or none at all. The purpose of these
interviews is to understand the history, methodology and rational behind each employer’s
hospice coverage. Although the interview will focus on only one plan, we are also interested in
understanding the relationship of the selected plan to the other plans offered by the employer.

Employer C’s Comprehensive Medical Plan with Options for full-time employees (last updated
in 1993) is one that we are interested in learning more about. We need your help in identifying
the most appropriate person for us to interview. To help you identify the person best able to
assist us, we have enclosed the letter, plan information, and interview questions that we plan to
Federal Express shortly before the scheduled interview to the representative you designate.
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We are operating on a relatively short timeline and would appreciate the name of a company
representative and any other questions or comments by Monday March 30. Please contact me by
email or by phone (617)492-9331. Please use billing number 3300-018 to account for the time

you spend working on this project.

Thank you in advance for your cooperation.

Sincerely,

Joline Staeheli
Research Assistant

Enclosures

cc: Rosanna Coffey
Teresa Gibson
Beth Jackson
Barbara Levine
Bob Sears
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Example Introductory Memo to Employers Agreeing to Participate in the Study

THE
ES=======F°
M.
Employer C
March 30, 1998
Dear M.

As (the client manager) discussed with you, MEDSTAT is conducting a project for the
Department of Health and Human Services on hospice coverage among commercially insured
respondents. This research effort is part of a larger project comparing and contrasting private
sector hospice benefits with those provided by Medicare and Medicaid.

We are focusing on a sample of large employers who have some experience with implementing a
hospice benefit or with hospice utilization. After examining the summary plan booklets offered
by Employer C and the claims data related to these plans, we have chosen to investigate the
Comprehensive plan from 199X. We would appreciate you sharing any information relating to
the hospice benefit provided by this plan or by Employer C’s other plans.

Within the next few days we will be calling to set up a conference call where we hope to gather
details and clarify our understanding of this plan’s hospice benefit structure. To help you
prepare for this interview or identify the appropriate person(s) with whom we should speak, the
following pages include a summary of the hospice benefit as described by the plan booklet and
some follow-up questions. Please glance over the information to validate its accuracy, and
consider the questions we pose in order to determine who might be best able to address them.

Thank you in advance for your cooperation. We look forward to speaking with you or a
representative of your company. In the meantime, if you have any questions, please feel free to
contact me at (617) 492-9331.

Sincerely,

Joline Staeheli

Enclosures
cc: Beth Jackson, Ph.D. The MEDSTAT Group Project Manager
MEDSTAT Client Manager
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Sample Interview Schedule Tailored to “Employer X’

GENERAL QUESTIONS:

When and why was the current hospice benefit offered? Have any changes
occured in this benefit since it was adopted?

How do enrollees decide to elect the hospice benefit?

There is no discussion of the reduction or suspension of other benefits once a patient
elects hospice. Can you indentify any limitations or exclusion on other benefits after
hospice election?

DEFINITIONS:

Can you describe the reasons behind the current structure of the hospice benefit
as it is defined in your summary plan booklet?

No definition of terminal illness is detailed. Can you discuss the working definition
of terminal illness, or the diagnosis which allows a patient to elect hospice?

DEDUCTIBLES/ COSTS:

Our preliminary review of this plan indicates that the deductible applies to the
hospice benefit. Is this information correct?

Our review indicates that there is a penalty (either an increased deductible or higher
co-pay) if a patient decides to go outside the network. Does this penalty apply to
hospice coverage?

SERVICES IN THE HOSPICE BENEFIT

The plan offers case management for enrollees. Do the hospice benefit and case
management overlap at all?

We found a great disparity between plans in hospice service inclusions and
exclusions. This plan indicates:

1) Respite care is not covered under the hospice benefit.

2) No homemaker or custodial services are covered under the hospice benefit.

3) Some kinds of durable medical equipment, prescribed drugs, and supplies are
covered under the hospice benefit. Can you add any exclusions or limitations on this
benefit?

4) Individual counseling for the hospice patient is covered under the plan's hospice
benefit.

5) Some family counseling is covered under the hospice benefit. Can you specify any
limitations on this coverage?
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6) The hospice benefit does cover several hours of home health aid care. Are there
any exclusion or limits on this coverage?

7) There are additional therapies covered under the hospice benefit (i.e. physical
therapy, speech therapy, etc.) Can you discuss any relevant exclusions of other

therapies?

LIMITATIONS:

The plan summary does not discuss a lifetime limit on the total number of days
covered under this hospice benefit.

There are no dollar caps on the hospice benefit for this plan.

Precertification by the plan is required before a patient enrolls in a hospice program.
Our plan review suggested no definite limitation on the number of inpatient days a
hospice patient may be covered by the plan. Are there applicable limits that we have
not identified?

Are there limits on the location of hospice care that you are aware of? According
to our review of the plan booklet:

1) Hospice coverage is available in the hospital setting.

2) Hospice coverage in extended care facilities or skilled nursing facilties is not
mentioned in the plan booklet.

3) Hospice care is not mentioned in a free-standing hospice facility.

4) Hospice coverage in the home environment is not specified.
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Appendix B

Table B-1
Distribution of Relation of Patient to Employee
for Insured Covered Lives
1995 MarketScan® Database

Relation Number Percent (%)
Employee 1,718,967 42.7
Spouse 980,585 24.4
Dependent 1,324,450 32.9
Unknown 4 0.0
Total 4,024,006 100.0
Table B-2

Distribution of Employee Status
for Insured Covered Lives
1995 MarketScan® Database

Employee Status Number Percent (%)
Active 3,250,172 713
Retiree 369,672 8.8

COBRA Continuee 21,905 0.5

Long Term Disability 9,967 0.2
Unknown/Other 552,290 13.1
Total 4,204,006 100.0
Table B-3

Regional Distribution of Insured Covered Lives
1995 MarketScan® Database

Region Number Percent (%)

Northeast 379,647 9.4

N. Central 1,083,935 26.9
South 1,507,615 37.5
West 521,320 13.0

Unknown 531,489 13.2
Total 4,024,006 100.0
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Table B-4
Regional Distribution of Individuals
Using Hospice Services in 1995
1994-1996 MarketScan® Database

Region Number Percent (%)

Northeast 228 13.1

N. Central 502 28.9
South 659 38.0
West 225 13.0

Unknown 121 7.0
Total 1,735 100.0

Table B-5

Rate of Hospice Service Use by Region
for Individuals Using Hospice Services in 1995
1994-1996 MarketScan® Database
Individuals per 1,000 Covered Lives

Region Hospice Use Rate
Northeast 0.601
N. Central 0.463
South 0.437
West 0.432
Unknown 0.228
Total 0.431
Table B-6

Distribution of Relation of Patient to Employee
for Individuals Using Hospice Services in 1995
1994-1996 MarketScan® Database

Relation Number Percent (%)
Employee 1,016 58.6
Spouse 568 32.7
Dependent 151 8.7
Total 1,735 100.0
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Total
Percent (%)

Table B-7
Primary Diagnosis by Relationship of Patient to Employee Category for Hospice Episodes for Individuals Using Hospice Services in 1995
Dependent
Number
0.0 257 14.2
1.9 158 8.7
717 39.5
3.5

11.5
63
34.1
100.0

1994-1996 MarketScan® Database
Percent (%)

Spouse
Percent (%) | Number
0

Number
94 15.9
11.8 3
18
0.0
618

70
39.5
0
135 86.5
156 99.9 1,813

Employee
Percent (%)

15.3
8.0
234
0.8

Lung Cancer
Breast Cancer 85
Other Cancer 465 43.7
AIDS/HIV 58 5.5 5
Other 293 27.5 190 32.0
Total 1,064 100.0 593 100.0

Diagnosis
Number
163
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Table B-8
Payments for Users of Inpatient or Outpatient Services Pre, During and Post Hospice Episode by Diagnosis
for Individuals Receiving Hospice Services in 1995
1994-1996 MarketScan® Database

Payments Incurred
Type of Service Pre-Episode During Episode Post-Episode
N Mean Std. Median N Mean Std. Median N Mean Std. Median

Hospice

Lung Cancer - - - - 257 $2,937 $4,194 $1,553 - - - -

Breast Cancer - - - - 158 $3,708 $4,960 $2,162 - - - -

Other Cancers - - - - 717 $3,282 $5,721 $1,629 - - - -

AIDS/HIV - - - - 63 $6,187 $8,965 $2,532 - - - -

Other - - - - 618 $2,051 $7,298 $315 - - - -
Home Health

Lung Cancer 113 $1,071 $1,042 $800 51 $633 $865 $320 49 $1,472 $2,461 $621

Breast Cancer 57 $2,316 $4,598 $825 30 $3,326 $8,550 $652 29 $1,345 $1,364 $922

Other Cancers 287 $1,883 $3,223 $652 145 $2,948 $7,058 $484 147 $1,570 $3,013 $407

AIDS/HIV 36 $6,567 $10,322 $2,769 27 $2,732 $7,922 $1,000 19 $3,509 $5,626 $1,700

Other 71 $2,633 $4,840 $1,000 32 $1,880 $2,881 $988 58 $1,363 $1,746 $818
Nursing Home

Lung Cancer 7 $3,228 $3,488 $2,162 3 $7,299 $10,686 $1,250 1 $1,222 - $1,222

Breast Cancer 5 $76 $72 $80 1 $2,143 - $2,143 4 $1,697 $2,436 $756

Other Cancers 15 $6,423 $6,930 $4,725 5 $10,367 | $21,665 $370 8 $6,138 $13,724 $656

AIDS/HIV 2 $12,802 | $12,449 $12,802 1 $62 - $62 1 $196 - $196

Other 9 $6,573 $7,791 $3,558 1 $4,263 - $4,263 5 $4,477 $4,744 $4,125
Other Non-Hospice

Lung Cancer 236 | $14,905 $14,401 $11,469 117 $4,464 $20,103 $450 98 $4,841 $8,029 $928

Breast Cancer 146 | $13,518 | $16,939 $7,829 83 $8,547 $24,194 $584 82 $4,850 $10,641 $1,089

Other Cancers 673 $15,415 $19,836 $9,282 378 $7,231 $31,695 $559 350 $4,915 $15,254 $675

AIDS/HIV 58 $18,983 $22,238 $11,421 40 $4,399 $7,870 $799 29 $3,037 $5,894 $437

Other 549 $6,225 $14,917 $492 377 $1,943 $5,333 $258 419 $2,997 $16,893 $284
Total

Lung Cancer 237 | $15,449 | $14,402 $11,694 257 $5,180 $14,553 $2,249 116 $4,722 $8,068 $1,022

Breast Cancer 147 | $14,326 | $18,099 $8,350 158 $8,843 $22,039 $2,866 92 $4,821 $10,307 $1,090

Other Cancers 683 $16,121 $20,159 $9,783 717 $7,763 $26,419 $2,358 403 $4,963 $14,942 $794

AIDS/HIV 60 $22,718 | $23,637 $14,343 63 $10,151 $15,652 $3,500 34 $4,557 $9,138 $1,139

Other 554 $6,613 $15,320 $540 618 $3,338 $10,386 $561 431 $3,149 $16,760 $312
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